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PART V 
Bills introduced in the Constituent Assembly of India (Legislative ), Reports 

of 3oiect Committees presented to the Constituent Assembly of India 
(Legislative ) and B18 published under Rule 39 of the Constituent Assembly 
(Legislative ) Rules of Procedure and Conduct of Business , 


GOVERNMENT OF INDI 
CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE ) 
The following Report of thu Select Committee to whicb the Bill to consoliuta 
tudy amend the law relating to Banking Conipanies , was presented to the Consti 
tuent Assembly of India ( Legislative ) on the 1st Februury, 1949 : 

WE, the undersigned , members of the Select Comunittee to which the Bill 
*Memorandum to consolidate and amend the law relating to banking 
containing the 

companies was referred, have considered the Bill, the 
views of the dele 

evidence lenderrot be the relegation of 
gation of Indiad 

the 
Banka AggooiG Indian Banks Association , headed by Sir Homi Mody, 
tion . 

and the papeis * noted in the margin , and lave now the 
honour to subinit this our Report , with the Bill as amended by us annexel 
bercto . 


We considercd the possibility of extending thu scope of the Bill to cover 
partnerships or in liviiluns carrying on bunking business but found the same 
constitutional objections us were present before the previous Select Coinnittee , 

Upon the changes propose:1 by us which are not formal or consequential we 
rote below . 

· Clause 1. - Most of the Acceding States have acceded to the Dominion in 
respect of all matters in Lists I and III in the Seventh Schedule to the Gov . 
ernment of India Act , 1985 , and we have therefore revised this clause in accord 
ance with tho formula now adoptel so 18 to make the Act applicable , to the 
extent to which it con le made upplicable , to all such Acceding States. 

Clause 4 . - We think that copies of notifications issued by the Central Gov 
ernment under sub -clause ( 3 ) should be laid on the table of the Dominion 
Legislature so that it may have an opportunity to consider any extensions 
granted unler this clause . 

Clause 5 . - - The mere acceptance of cleposits , Liv companies, like textile 
mills , etc ., for the purpose of financing their own businesses should not be re 
garded us “ banking within the preaning of this Act , and although we are 
given to understand thut this would be so even unler Die txisting definition of 
banking ” , we have thought it advisable to make the legal position clear by 
adding an Explanation to this effect in the definition of banking company . 

( 15 ) 
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In the definition of " managing agent" we hava ad led the words " orly 
virtue of the meinorandum or articles of aanociation reluting thereto " , 88 it 
is possible that il person may be entitled to the managenient of the affairs of 
! banking coinpany under its memorandum or articles of association . 

We have recust itern (0 ) 85 A separate sub -clause . 

( lanse 6 . - We have nude one or two slight drifting changes , and have 
onutte l the words " wherusoever incoriyorated " , in sub -clituse ( 2 ) As well as in 
various other clauses where they are superfluous . 

Vlause 7 . - We see no reason why existing banks should be exempted from 
having to use as part of their name, one of the words " bank " , " banker " or 
" hanking " , if they actually carry on tlle husiness of banking We have , 
therefore , omitted the proviso to sub -c01180 ( 1 ) and , i.rudentilly , have rreist 
the whole of this clauso 60 ns to bring out the prohibit oils contained therti! 
mire pronuentis . 

( Old Clauor 8 .) - - It has been pointed out to 119 that this clause will liate 
the effect of probibiting bunkmg companies from allowing to companies iny 
kind of demand Alvarlies by whatever maine called , whether loan , Overdruft 
Ol crsh credit . pne this ( bvious y rus not the intention ci the previous Silect 
Conimittee whic s inserted this provision . Puriher , it seins to be underessary 
to include in a Bill for the regulatior of banking (ontpilni." . at prohibition is 
respects demand deposits on compuuies which to the knowlerge of the len 
der aro not banking companies and of the nature of the business of which he 
is nwure . We have therefore omitted this cial16 !". 

Clause 8 (old clauec 9 ).- - The first day of January , 19:19 , was the date on 
which the Bill was oxpoetud previously to come to force . We have now 
substituted for that date the formulu “ tlie ante of commencement of this Act ” , 

Clause 9 ( olt clauso 101.- - The lhe of the words “ boining assets in respect of 
which it is not lawful under the said poctions for the company to transact busi 
ness " is not appropriate in view of the business which banks are allowed to 
transact . We have therufore rocast this clause so as to specify clearly what 
transactions bunks are probibited from carrying on . 

Clause 10 (old clause 11 ). - It has been represented to us that the prohibition 
of the employment by a banking company of UIT person who is engaged 
in any other business or voortion would prevent banking companies from 
employing part-time employecs, like legal advigers alid so on , which the 
framers of the Bill did not intend We also think that a person who has been 
adju licated insolvent or has been convicted of als offence involving moral 
turpitude should not be employed by any banking conpnuy. We also think 
that the requirement as to the renewal or extension for a further period of 
contruots of management being subject to the approval of the shareholders 
should be omitted because we fear that the continuity of policy and the 
integrity of administration of hanking companing may thereb ; be " dversely 
affected . 

We have recast the whole of this clause in the light of tlır above. 

Clau8c 11 (old claune 12 ). - - As this clause was somewhnt involved , 
we have redrafted it without making any changes of substance . It now appears 
As two separate clauses . 

Clause 16 . - ID our opinion , the question of limitation of dividends should 
be considered with reference to companies generally and it is not desirable 
to make a separate provision for banking cumpaios none on this inntteri 
anticipation of any goneral decision that may be arrived at. At present the 
subjert mutter of limitation of dividende is regulated by an Ordinance . We 
liave thorefore omitted sub - clauze ( 2 ). 
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Clause 17. - The words " net profits " have been defined in geotion 87C of 
the Indian Companies Act , 1913 , and we have therefore substituted this ex 
pression for the expression declured profits " which has 1181 been defined 


Clause 19 . - We thiuk that the reduction 8 l espects the holding of shares 
in any company by a banking company from 40 per cent. as provided in the 
Indiar Companies Act , 1919 , to 20 per cent, which was made to prevent bank 
10 , companies from acquiring control over non - banking companies, would 
in effect unduly interfere with the legitimute business of banks and might also 
introduce un element of uncertainty in the crodit arrangements of banks with 
prostors and stock brokers . The majority of us are therefore of the opinion 
thav t percentage should be restored to 40 . 


( lauac 20 . - It has been represented to us that the probibition in respect 
of unsecured loans made to a private company any director of which is also a 
airector of the banking company advancing the loan would have the effect 
of compelling the private company to divert all its business to other quarters , 
and this , in our opinion , in certainly not desirable . On the other hand, we 
think that the prohibition should apply to any individuals , firms or private 
companies in cases where any of the directors of the banking company 18 
17 furruntor . 

Clause 21 is new . We think it desirable that the Regive Bank Bhould 
be given powers to give diroctions to banks in regard to their lending policies 
so that, where necessary , credit facilities may be controlled with a view to 
checking speculation or mising prices 

Clause 22 (old clause 21). - AS & matter of drafting we have const sub 
Clauses (1 ) and (2 ) . 

Clause 24 (old clause 23).- - We have redrafted sub clause (1), and in sub 
clause ( 2 ) we have added the words " or its agent so tliut balances inaintained 
with any agent of the Roserve Bank may also be regarded as part of the liquid 
nghets 

Clause 26 (old clause 24 ). - We have made some small drafting amoud 
ments , and in the definition of " 68ets " we have included import bills drawn 
OU and payable in India . 


Clause 36 (old clause 35 ). - We have redrafted sub clause ( 1). In item (d ) 
ne have made it clear that the Rosorve Bank may , it it go desires , take the 
action prescribed in this item even during the course of an inspection , 

Clause 37 (old clause 46 ).- --We think that where the Court acts suo motu 
under the proviso to sub - cla1160 ( 2 ) it should be required to call for a report from 
the Reserve Bank on receipt of which any order a re: dy Jansed may either be 
rescinded or mo lified , 


Mauro 39 (old clause 58 ). - In our opinior it would be impracticable , at the 
present moment, for the Reserve Bank to undertake the liquidation of all 
banking companies ordered to be wound up . We have no doubt that the 
Reserve Bank would be willing to undertake the liquidation of banking com 
Danies in cases where large public funds are involved . We think that it should 
be left to the Reserve Bank to upply in suitable cases for being appointed as 
official liquidator in winding up proceedings . This clause has been redrafted 
Hecordingly . 

Clause 45 (old claue 44 ). - We have slightly modified sub -clause (a ) as we 
1bink that the cortificate of the Reserve Bank should be a pre -requisite for tbe 
uctual sanctioning of the compromise or arrangement and not for the entertain 
ment by the Court of an application in that behalf . 
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(Old Clauso 50 ) . -- This provision is 110 longer necessary as almost all Acced 
ing States have acceded to the Dominion in respect of bunking and clause 1 ( 2 ) 
bis already made the necessary provisiou in this behalf . 

Clause 69. - In our opinion the Bill should be brought into force as early as 
possible and therefore the condition of previous publication should not apply 
in respect of the first occasion on which rules are made. This clauso has been 
(nodifiod aocordingly . 

Clause 53. - - This is a provision which wu have added as a inatter of caution . 
It is possible thint oxeinptions may be needed in the case of industrial finance 
corporations, land mortgage banks, housing societies , and other like iustitu 
tions which obtain deposits from the public. This provision would also enable 
temporary relief to be given in ouses of emergency. 

Clausos 54 and 55 , - We have transferred all provisions relating to amoud 
monts and repeals to the l irst and Socond Schedules . 

2 . The Bill was published in the Gazette of Indin , Part V , dated the Broom 
April. 1948 . 

8 . We think that the Bill has not been so altered as to require circulation 
under Rule 49 (3 ) of Rules of Procedure and Conduct of Business , and we 
recommend that it be passed as now unnended . 

B . R . AMBEDKAR . 
JOHN MATTHAI . 
# T. T . KRISHNAMACHARI, 
* K . T . SHAH 
B . I . SONDHI. 
U . SRINIVASA MALLAYYA . 
T . A , RAMALINGAM CHETTIAR , 
JASPAT HUY KAPOOR . 
PRABHU DAYAL HIMATSINGKA , 
ARUN CHANDRA GUHA , 
T , CHANNIAH . 
G . DURGABAI , 
* M . ANANTIJASIYANAM AYYANGAR . 
DHARAM PRAKASH . 
B . PATTABHI SITARAMAYYA . 

K . CHALIHA 
NEW DELHI; 
The 1st Febrnary , 1949, 


- - - 


- - 


- 


- - 


* Subjeot to a Minute of Dissent. 
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MINUTES OF DISSENT 


Clause ( (j) 

( 1 ) Tu Clause 1 (1) amongst the several forms of business in which banking 
companies might be permitted to engage, enuncrated therein , is included 
" subscribing to or guaranteaugiuoneys io chalailile or blevolent objects 
or for any exhibition or for any public or useful uljoct . " This in my opinion 
is outside the scope of zonu buking business and in any cuse the guantcoing 
part of it is a risk that u bunking company ought not to undertako . 
Clauso 19 - . 

(2 ) The new clause 12 is sought to be applied only to bunking companies 
incorporntod nfter the 15th day of January, 1937 Io so far as the require 
menis in regard to capital structure od banking companies I see no serious 
objection to the proviso to this clause limiting sie application of this clause to 
institutions whicli arc less than twelve yeurs olid lly objection to this limitation 
is in regard to the application of sub - cllusc (iv ) only to the younger 
institutions. Concentration of blares in the land of u1 tete perrons is not an 
evil that is peculiar to banking companies which have been incorporated after 
January , 1937. It exists in an oqual dogroo in the older companies . This 
fact was admitted by the lea lor of tho Bankers Deputation though such an 
admission was made on a question put to min in connection with a different 
provision in tho Bill. In my opinion the degina of concentration perniitted 
even in regard to the younger institutions is very high as I consider that the 
voting rights of any ono share -holder should not exceed 24 per cent, of the total 
voting rights of all the share -holders , and this rostriction joust be made appli 
cable to all banking companies irrespective of their age . If it is the 
intention of the Legislature to allow a few persuns to continue to coutrol the 
working of banking companies tlus legislation may well be dropped . 
Clau8o 15 -- 

(3 ) In regard to the omitting of sub -clause (2 ) of cluu64 15 , I am unable to 
agree to the views expressed by the majority of the Committee . I emphatically 
disagree with the view that the question of limitation of dividends should be 
considered with refrrence to companies generally and that it is undesirable to 
make a separate provision in regard to banking companies . Such a view , 
in my opinion , runs counter to the whole schume of the Bill . I am for limitation 
of divideuds being made applicable to all banking companies old and new 
alike . With a measure of the nature of the Bill corning into operation the 
risks involved in investment in the shares of banking companies would be 
considerably minimised and a limitation of the uivjilend payable on the shares 
of banking companies would cause no injury to investors in such sbares. The 
argument that there is now in existence an Ordinance liniiting dividends pay 
oblo by all types of companies is beside the point as I do not believe it is the 
intention of Government to make this Ordinance a permanent feature 


Clause 19 (2 ) 

-3( 4 ) The action of the Select Committee in rasturing the position as it row 
obtuins in the Indian Companies Act in the matter of a company holding as 
owner pledgee , etc ., over 10 per cent, of the shores of any company , etc ., is in 
my view unwise . I feel that the liinit of 20 por cent, provided in the Bill was 
itself very high and no reasonable grounds have been advanced before the 
Committee to justify this change . 

Even though I havo appended my signalure to the majority report I am of 
the opinion that the Committee has done little or noching to improve the Bill 


diselt very wise. I over 10 perse Art in the 
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and have thereby lost a valuablo opportunity of helping to place on the Statute 
book # measure which would ensure the strengthening of the credit and 
monetary structure in the country . 


T . 1. KRISHNAVAL HARI 


Now Delii ; 
The 1st Pebruary , 1949 . 


I want the retention of the clause relating to the limitativli uf dividends . 
The accounts of foreign banks also should be audited by a registered accountant 
or an auditor of India . I am opposed to any power being given to the Govern 
ment to exempt any banks from the operation of the provisions of this, Aut its is 
provided for in clause 59 


M . ANANTHASAYANA11 AYYANGAR . 


NEW DELHI ; 
The 18 February , 1941 


III 
1 . I regret [ cannot sign the majority Report of the Select Committee on 
thiş Bill , as my differences are fundamental. They affect the basis as well as 
structure of the proposed legislation ; and so cannot be reconciled by verbal 
changes in the several clauses of the Bill. The principle accepted by the 
House , when it appointed the Select Committee , was that the law relating to 
banks and banking be consoliduted ; and not that the principles underlying the 
several provisions of this Bill be accepted . Th s note is, accordingly relevant 
and appropriate. 

2 . The Bill is styled to be " A Bill to consolidate and amend the law relat 
ing to banking companies . ” Notwithstanding this title and preamble , con 
siilurable Sectors of the bank ng business are left out of the purview of the 
proposed legislation . The Bill does not pay any attention to the entire system 
of private banking , including money -lending , which is not conductod by 
joint-stock company . This seems to be el arbitrary dist action , and neod 
lessly restricts the scope of the legislation , which cannot therefore , be correctly 
described as a congolidating Bill . 

3 . Theie is , I understand , constitutional reason against the inclusion of 
this sector of banking within the scope of this Bill , which is said to lie within 
the provincial sphere, and not of tho Central Legislature . This objection 
seems to me invalid , when we set out expressly to enact an integral, compre 
hensive , organic legislation . Even if constitutional reasons stood in the way, 
& really " consolidating " measure , applicable to the whole country , may be 
undertaken by agreement with the component parts of the Union , assuming 
that the constitution , as it stands , does not allow the Central Legislature to 
undertake much a measure . If such an agreement between the Unite and the 
Centry is not possible , and I see no justification for such an assumption , it 
must be remembered that we are , at this moment, making the constitution 
of Free India , and it at this moment, such snags are discovered while aver 
hauling and consolidating such important legislation , there is no reason why 
the necessary and approprinte amendments be not introduced in the relevant 
Articles in the Draft Constitution when they come up for discussion and 
adoption . 
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4 . If this artificial division is loſt between priynte or individual proprietory 
or parts ership banking , and money-lending on the one hand , which is left to 
be legislated for by the units , while the legislation for organised , jo nt- stock 
banking iy ( litruuted to the Central Legislature, the result would only be an 
avasio , c thoi bin tot reler it aims ut effective control, scientific co -ordination , 
and equate americal We must not perm t such loopholes for evading the 
luu tolemain , it we perceive them whilt considering ench proposals . 

5 The constitutional objetion , it may be added , is founded , I understand , 
Onth on :91 opinion of the law officers . It 19 not it judiciul decis on which may 
be tuken les linding . The Constituent Assembly , moreover , being a sovereign 
body, un ensiy overcome this obstuole , even if it is conceded to be the real 
Yeison for this liv ding up the functiuns of the Legislatures in thu country , 
and creating an unnatural, unwari antable distinction in the several forms of 
banking organisation , for purposes of legislation , merely on the ground of a 
formal difference in organisation , i. e ., whether a joint-stock company , or it 
private concern . Besides , there seems nothing lo prcvent the law inaking it 
wompulsory for all banking business to be organised as a joint- stock concern , 
Ho that the consolidated law should apply uniformly throughout the country . 

0 . Thy muy purpose of the proposed legislation seems to be to sufeguard 
the interests of the depositors . It is legitimute und proper thut those interests 
be duly and adequutely sufeguurded . Banking is dealing in other people s 
money ; and it is but right that the interests of the latter be safeguarded . 
But the Bill does not eftectual. y sufeguurd those interests , 25 I read its pro 
visions . The entire nanagement and policy of each banking institutiou 18 , 
under this į roposal, left in the hands of the Directors , who reprchont only the 
proprietors . The qualifications for being e .ected or appointed Director of € 
bank s not any knowledge , understunding or experience of Bouking business , 
but the mere holding of ininimum number of shares prescribed us oubentiul 
lor being a candidata to a bank directorulup . Even if they are qualified by 
kuowledge and experience they are , prinarily , representatives and nominees 
of shureho cers , with whom they have the subconsc ous sympathy of the class 
identity of intereste . 

7. It may also be udded that no provision is made in the Bill to see thut 
only those persons shall be placed in respousible posts in a bank , who are 
properly qualified by knowledge , expericnce , or training. No room should bu 
lost in this great service of public utility lor nepotism of any sort. Power 
should be given to the Reserve Bank to prescribe by rules tho qualifications by 
way of knowicage , experience , or iraining in the essere as well na routine of 
banding business , which should be expected of persons to be appointed or 
electeil inanugers , Branch Tr - pectors , lemountants or Directors , 


8 No, other person , boil or authority discurges the funct oil of guardian 
for the depositor s interests . Tie poutrs 17sted in llle Reserve Bank , oven 
assing they 21 Adequate efectually to protect and sufeguard the interests 
of the depositor s , will 0071) into operation only when tho mischief has alremly 
been done . In the clay- to -day conduct of the business of banking coinjany, 
the Reserve Bank , or the Governnitnt or evoji the Legialnture , will havo no 
r glut to intoiveno to protect the public , the depositor or even the shareholder. 
Thu harm to the interosts of the parties concerned , particularly the depositor, 
is usunlls done by the nogligent, hazardous, or even dishonest managemont 
of the coinpany or incfficient conduct of its business. The briefest glance it 
any Cuse of bank frauds will suffice to stublish this proposition . 

9 Tlie deros tors should , therefore , be given the right to appoint their 
own directors - -in such number of proportion the Legislature deems proper, 
if their interests are to be effectively , adequately and permanently safeguarded . 
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Both principe and procedent are in favour of this suggestion . The insurance 
legislution), foi instance hus pros ded a Director to look after the policy holders 
interests : and depositors in a bunk con l espond in a lurge degree lo the policy 
holders in an Insurance concern Eve in an ordinary industrial and com 
Treinl ( omnily , where borrowed capital formally secured plays an inporlant 
role in finane ng tlie business , a di benture trustee is a Director of Bueli a 
concern . Folowing this analogy , I woulit advocate the election or appoint 
Inent of no Dicctors to joprosent depositors , -- whether densand or fixed , 

10 Tle (leposit holder, bowoter , is not only party concerned , in tlie 
UC Inl operation of a bunking business . Success in that business is not to 
fie cytiinted by the s ze of the dividend only , or oven tho Roserve Fund . We 
must view linking som den integral and inportant public utility and Focinl scr 
vice , a part of the negregate rational economny, which has a Tital role to play 
in the internal developinent of the country , its resources and also its poten 
ta ition , The Bill, however , shows 10 Conception of this wider vicwpoint, 
these larger , loug -lanpe intorests , cren though it is styled n consolidating 
inrasuro . If this wrter ohjoctivo is to be fully achieved provision should be 
urdu for the pointment of a Director by the Reserve Bank of Indil, an 
l h prosenting the country , to serve on the Board of Directors of every bank , 
und so be aw1re of the policy and business of each such inst tution , and be in 
u position to prevent any malpractice before it becoines too late to nend 
autfers . This is all the more desirable and necessary if cpe takes banking 
to be a public utility of vital importance in the long-range economic develop 
ment of the country . 


cicultural or the Lup by 


11 In the hanking business of to -day , agricultural financing is wholly 
ignored , even though agriculture is the largest single industry , the greatest 
sour of wenith production , the largest field for employment. The Co 
operative ( rod i Sociсty and Land Mortgage Banks, which may be guilt to be 
concerned with this business , aro specifically excluded from the purview of this 
measure ; while not A mention is made of the industrial finance for which there 
is no bunk in Indin to - day, apart, of course , from the Statutory Industrial 
Finance Corporation reconily set up by special legislation . Neither the Co . 
operutive ( redit Society nor the Land Mortgage really aid directly or actively 
in stimulating agricultural production . And Government sponsorod Industrial 
Finance (" orporation , viewed in the present setting of the bank ng 96 & private 
enterprise ministering to private industry or cominerce , is likely to find itself 
out of harmony with the general economic background . It has in any case to 
be sear] low far it really stimulates new indusliy being established , or existing 
ones being expanded . Pending that prowth , industrial financing must bou 
lacuna i: our credit organisntion ; and the " consolidating " (sic ) legislation does 
nothin2 to fill it Amendment is , accord ngly, necessary to rectify this 
omission , or restriction of the scope of tho proposed legislation 

12 . I, ginution is not intended only to regulate that which is ; it would 
albo stiinulate that uh ch should be , and provide for it when it comes into 
being . The country , its productivo resources and potentialities , have sufferred 
gri - vously in the past for lack of specialised type of banking , agricultural or 
industriai, for production as woll as distr -bution . The fact, however, that we 
have unrlar British influence or anodel, not devoloped such types of banking 
institution does not argue the noedlessness of such banks , or of legislation to 
reguluto and control it. The Bill, which purports to " consolidate all legis . 
lation ou banking , must be pronounced to be fundamentally defectivo , if it 
leuven out of count such an integral necessity of the country s economy. 
There is no proposal, likely to come before the Legislature in the near future , 
for establishing , in the same milieu in which otlier banks work to -duy, such 
specialised type of banking in the country. The plen , therefore , that for that 
type sparato legislation would be brought forward , wou d be irrelevant , even 
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assuming that such an argument would not prejudice the claim of this legis 
lation to le regarded as " consolidating " the law on the subject . 


13 . The law on the subject, it may be added in passing, is not contained 
in its fullness in the Bill under Report. Not only are the various types of 
specialised banks and their activities regulated by separate legislation , e . g ., 
Reserve Bank , Imperial Bank , Co - operative Bank , etc ., the very organisation 
of an ordinary commercial bank , to which this Bill mainly relates, and the 
regulation of its activities has to be found in other legislation , like the Com 
panies Act or the Negotiable Instruments Act . This also detracts from the 
claim of the proposed legislation to be consolidating . Act . 

14 . The use of the bank as an act ve agent in the all-round development of 
the country , including its trade (both local and international), industry , agri 
culture , forestry and mining - - all facets of production as well as distribution of 
wealth , - is hardly contemplated in the proposed measure . It must , therefore , 
be treated as lacking in essental particulars . Banks must be organised , and 
their business defined , regulated , controlled and supervised , so that they be 
come an active agent in the promotion of the country s well-being . It is only 
thoi that there would be universa ) need and justification for the several pro . 
visions relating to control, supervis on regulation , or restriction of a hank s 
business from some central authoritv , like the Reserve Bank , in the collective 
interest of the community . As these provisions stand to -day, they would 
require amendment, if this objective is to be attained . 


15 . The view that banking is a great public utility and an integral social 
service in a modern national economy, which cannot be left for ever in private 
hands without serious prejudice to the all - round and maximum possible develop 
ment of the resources of the country , is likewise conspicuous by its absence 
from the provisions of this Bill . No clause is inserted to secure an eventual 
socialisation of this service , Utility or Enterprise in its aggregate, or indi 
vidually . . For more interests are involved in its sound conduct than those of 
the proprietors , or depositors, neither of whom have any active interest in the 
working of a bank . Amendments must, accordingly , be inserted which would 
facilitate the acquisition by the State of any, or all, banking concerns to be 
owned and operated as public enterprise in the interests of the country as a 
whole 


16 . No mention is , likewise made of the possibility of developing yet other 
types of tarks, like a Municipal Bank , which would be a far cheaper device 
that would more effectively and universally popularise banking habit among 
the people than any provisions of this measure . Banking is very backward 
in this country , and so any development that is calculated to encourage its 
expansion should be welcomed . Clauses in the present Bill, which relate to 
the form or functions of a bank , and the lines of business it may deal in , will 
consequently have to be amended , if the service is to be made available to 
the largest possible number of people , and if the service itself is to be as wide 
and full and varied as we can possibly make it . 


17 . The Bill is, in fact, replete with apprehension or misgivings regarding 
the extension of branches of banks or foundation of new banks . It seems to 
consider it dangerous and undesirable that banks should multiply or branchify 
even of the standard commercial type . The advent of new banks or increase 
of branches of existing banks may be a sign of danger from the point of view 
of depositors , of unsound methods of business ; but they are indispensable for 
the effective development of the country s resources. The law should , indeed , 
see that any unsound practice is „ yrevented rather than branch banking be 
stopped , or increase in the number of existing bank branches is prevented . 
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18 . l here are obvious objections to excessively concentrated banking in a 
Lew gigantic companies , with a arger number of branches each . At the same 
time, & recognise the dutculty of wholly decentralised banking , where in tach 
town or centrt of larg k utin wird distries would have its own bank or 
banks. But whether . Li (: . : 

unei system with a large number of 
independent banks or centralised lank ng , few in number but each of them 
with a sarge number of branches, legislation governing it must see that the 
banking service is extended as much as possible , and its benefit made avail . 
ab .e to as large & public as possible , in industry as well as commerce , in pro . 
duction as well as distribution . 

19 . Because the real, crucial, vital importance of the role of banks in 
developing national economy of a dynamic society with immense potentialities 
is not perceived , the Bill is confined only to companies registered in India , to 
which the Companies Act would apply for purposes of winding up . This 
would leave out a very considerable sector of Banking Enterprise in the 
country from the effective control of this legislation , and therefore of the 
Reserve Bank of India . The so - called Exchange Banks , which operate in 
India but are registered outs de will be, under this Bill, exempt from such 
control and superv .sion as would be possible to exercise under the law to make 
ali barbs follow a measure of common policy . The harm done by these insti . 
tutions to India s industry and productive capacity ; the obstruction these 
irstitutions have always caused to even the political emancipation of this 
country , and the insistence they bad laid on the provision of specific safe 
guards, in the Government of India Act , 1935 , against any discrimination by 
Government or legislation in favour of indigenous enterprise, must be sufh . 
ciently fresh in men s minds to justify , and even necessitate . the provision of 
speial safeguard against the recurrence of mischief these banks are still in a 
position ic do. The law must accordingly , apply to the institutions registered 
abroad hut operating in Iudia , no less fully than to the indigenous banks of 
every type. In proportion as such indispensable provisions tres left out, the 
proposed legislation must be deemed to be defective . 

20 . The functions of a soundly developed and scient fically operated bank 
ing system , in devising ways and means to popularise banking , economise 
currency, stabilise prices , mobilise investable capital or savings , develop cred t, 
and otherwiec maintain the economic system of a dynamic society on an even 
keel, are also not fu ly realised in the proposed consolidating Bill . The possi 
bility of the l anking systein inventing special devices of making payments 
within the country, free of charge now levied ; the introduction of such instru 
ments , methods of techn que of payments as the Giro System and the postal 
cheque and the extension of banking habit to every worker and peasant in the 
countiv are still to be fully perceived and given effect to in and by means of 
such legislatior . 

K . T SHAH 
NEW DELHI: 
The 134 I cliruary, 19 : 19 
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А 
BILL 


of the Indian and not, save sot barred. The 


to consolidato and amend the law relating to banking companies . 
WIBRBAS it is expedient to consolilate and amend the last renting to bank 
jug companies ; 
It is hereby enacted me follows : 

PART I 

PRELIMINARY 
1 . Short title , extent and commencement. - - ( 1 ) This Aut may be called the 
Banking Companies Act, 1949 , 

(2 ) It extends to all the Provinces of India , and also to overy Arteding 
State to the extent to which the Dominion Legislature has power to make 
laws for that State us respects banking 

( 3 ) It shall coins into force on such date as the Centrul Coverment may 
by notification in the ottioial Gazette , appoint in this bebalf . 

2 . Application of other laws not barred . The provisic 18 of this Act eball ho 
in addition to , and not , bave os hereinafter expressly pruvilled , nu dergution 
of , the Indian Companies Act , 1919 (VII of 1913 ), and any other low for the 
time being in force . 

8 . Act not to apply to co -operative banks . -- Nothing in this Act shall applý 
to a co -operutive buuks registered under the Co - operative Soxoties Act, 1912 
( II of 1912 ), or any otlier law for the time being in Force 1J1 unty Properyans of 
india , relating to co -operativo societies . 

4 . Power to suspend operation of Act . - ( 1) The Central Government, il on 
representation juade by the Keserve Bank in this behalf it is satisfied that it 
is expedient so to do , may by notification in the official Guzetle suspend for 
such period , not exceeding sixty days , 18 may be specified in the notification , 
the operation of all or any of the provisions of this Act , cither generally or in 
relution to any specitied bunking company. 

(2 ) LIL cuse of special emergency , the Governor of the Reserve Bank , or 
in his absence a Deputy ( overnor of the Reserve Bank novinated by Jun 112 
this behalf may , by order in writing, coercise the powers of the Central Govern 
ment under sub -section ( 1) so however that the period of suspension shall not 
exceed thirty days , and whore ho does so , he shall report the mattor to the 
Central Government forthwith , and the order shall , as soon 26 may be, be 
publislied in the Gazette of India , 

( 3 ) The Central Government muy, by notification in the official Grunte , 
extend from time to time the period of any suspension orderel under sub 
section ( 1 ) or sub - section ( 2 ) for such period , not ereceding sixty dlva at any 
one time, as it thinks fit go however that the totul period does not exceed 
one year . 

(4 ) A copy of any notification issued under sub -section ( 3 ) sball be laid in 
the table of the Dominion Legislature as soon as may be after it is issued 
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5 . Interpretation , - ( 1) In this Act, unless there is anything repugnant in 
me subjeot or context, 

(a ) “ approvou sccurities ucuns securities in which a trustee may invest 
molicy uudex clauso (a ), cluuse (b ), clause (56 ), clause (c ) or claube (d ) of 
Eection 20 of the Indian Trusts Act , 1882 ( 1 ) of 1942), and such securities of , 
or fully fullunteed by , Acueding States as the Reserve Back inay be lutho 
riscd to pucluse under clause ( 3 ) of section 17 of the Ruserve Bank of India 
Act, 10 . 1 ( ll of 1194) ; 

(b ) banking " nicurls the accepting, for the perpose of ten ling or invest 
irent, il deposits of noncy tiom the public , le paylle on domnand or other 
wise, 91 withidiuwable by cbeque , rlraft, urdor or otływise ; 

(0 ) " bakino Comp l earlak llly compuy which tranets the husless 
of banding in any Province of India ; 

Erprenation - -Any com ]iany wbie s is enyhed in the inanulecture of goods 
or currus on any tride and which accepts sleposity of noncy from the pubiit 
for the pulpe of financing its busines4 of such minutacturer or trader shall 
not be deemed to 11111net the business of bankic , whin the meaning of this 
clause ; 

(d ) " Company" 10 -uns any conpany which uiny bo wound up wder the 
Indian Conpanies Act, 1919 (VII of 1918 ) , 

(0) " Court " ineuns the ( ourt having flirisdiction under the Indian Com . 
panies Act, 1919 ; 

G " demand liabilities incang linbilitios which must bo met on demand , 
aud " time ljubilitics ” means liabilities which are not demand liabilities ; 

19 ) " gold " includes gold in the forin of coin , whether legal tendor or 
20t , or in the form of bullion or ingot , whether refined or not ; 

(h ) " managing agent means a person , ſirin or company ontitled to the 
nianggeinent of the whole affluirs of a company by virtue of An Agreement 
with the company or by virtue of the memorandum or articles of association 
relating tdierto , and under the control and direction of the directors except to 
the extent , if any , otherwise provided for in the ngreement, memorandum or 
articles of sociution , and includes any person , firun or cominny occupying 
such position by whater cr yanie vullod ; 

Explanation . — If { person occupying the position of manuging Agent 
calls himsell managor or inanaging director, he shall nevertheloss be regurded 
As managing agent for the purposes of this Act ; 

(2) " private company h s tho sanne incaning us in the Iulian Companies 
Act, 1913 ; 

(i) " prescribed means progcuibed by rules inde undor this Act ; 

(7 ) " registrar ” has the same intring as in * * * tlie Indian Com 
punies Act, 1913 ; 

(1) " Reserve Bank me the Reserve Bauk of Indin ; 

( m ) " scheduled bank " 100ans a bank for the tiine being included in the 
Second Schedule to the Reserve Bank of India Act, 1934 ; and 

(n ) " secured loun or advance " NCADs a loan or advance made on the 
security of assets the market value of which is not at any time less than 
the dinount of such loun or advance ; and " unsecured loan or advanco 
means a loan or advance not so secured ,* 


( 2 ) Jn the application of this Act to Acceding Stutes all references to the 
Provinces of Indin shall be construed 08 including references to the Acceding 
States to which this Act extends 
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PART II 

BusineAB OF BANKING COMPANIES 
6 . Forms of business in which banking companies may engage. - ( 1 ) In 
addition to tho business of banking , t banking company nay engage in any 
one or more of the following forms of business, namely : 

(a ) tho borrowing , ruising , or taking up of muoney ; the lending or ad 
vincing of money cither upon or without security ; the crowing , making , 
accepting, discounting, buying , selling, collecting und dealing in bills of 
cxchange , hoondecs , promissory notes , coupons , drafts , bills of luding , 
railway recoipts , warrants , debentures , certificutus, scrips and other in 
struments , und securities whether transferable or negotiuble or not; the 
grunting and issuing of letters of credit , traveller s cheques and circular 
notes ; the buying, selling and dealing in bulliou and specie ; the buying 
and selling of foreign exchango including foreign bank notos ; the acquir 
ing , boldling , issuing on commission , underwriting and dealing in stock , 
funds , shares , debentures, debenture stock , bonds , obligutions , securitius 
and investinonts of all kinds ; tho purchasing and selling of bonda , sorips 
or other furing of securities on behalf of constituents or others, the ne 
gotiating of loans and advances ; the receiving of all kinds of bonds, scrips 
or valuables on deposit, or for safe custody or otherwise ; the providing 
of safe deposit vaults ; the collecting and transmitting of money and se 
curities ; 

(b ) acting as agents for any Govornment or local authority or any 
other person or persons ; the carrying on of agency business of any descrip 
tion including the clearing and forwarding of goods , giving of receipts and 
discharges and otherwise acting as an attorney on behalf of customers , but 
excluding the business of a managing agent of a company ; 

(c ) contracting for publie and private loans and negotiating and issuing 
the sume; 

(d ) the effecting , insuring , guaranteeing , underwriting , participating in 
managing and carrying out of any issue , public or private, of State , munici 
pul or other loans or of shares, stock , debentures , or debenture stock of 
Any company, corporation or association and the lending of money for the 
purpose of any such issuo ; 

(c ) carrying on and transacting crefy kind of girantee and indem 
nity business ; 

(1) minaging , selling and realising any property * 
which may come into the possession of the company in satisfaction or 
part satisfaction of any of its claims ; 

( 9) acquiring and holding and generally doaling with nny property or 
any right , title or interest in any such property * 
which may form part of the security for any loans or advances or which 
ingy bs connected with any such security ; 

(h ) undertaking and executing trusts ; 

(1) undertaking the administration of estates as executor, trustee or 
otherwise ; 

(j) ostablishing and supporting or aiding in the establishment and sup 
port of associations, institutions, fundo , trusts and conveniences calcu 
lated to benefit employees or Ox - employees of the company of the depend 
ents or connections of such persons ; granting pensions and allowances and 
making payments towards insurance ; subscribing to or guaranteeing 
money for charitable or benevolent objects or for any exhibition or for 
any publio , general or ugeful object ; 
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(1 ) the acquigition , construction , maintenance and alteration of any 
building or works necessary or convenient for the purposes of the com 
pany ; 

(1) selling , improving, managing , developing exchanging, lasing , 
Trortgaging , disposing of or turning into necount or otherwise dealing with 
oll or any purt of the property and rights of the company ; 

(m ) acquiring and under uking the whola or ny part of the business 
af any person or company, when such business is of a nature ( numerated 
or described in this sub -section ; 

(n ) doing all such other things as are incident ) or conducive to the 
promotion or advancement of the business of the company ; 

(0 ) any other form of business which the Central Governniont may , 
lny notificatiou in the official Gazette , specily is a form of business in 
which it is lawful for a banking company to engage . 

( P) No banking company * * * shall engage in any form of business other 
iluan those referred to in sub -section ( 1). 

7 . Use of words " bank " , " banker " , " banking .-- After the expiry of two 
years from the commencement of this Act no company, other than a banking 
company , shall use as part of its name, any of the words " bunk " , " banker or 
" banking and no company shall carry on the business of banking in any Pro 
vince of Indio, unless it uses ng part of its name nt least one of such zamer . 

Provided that nothing in this section shall apply to any association of banks 
formed for the protection of their mutual interests and registered under section 
26 of the Indian Compavies Act , 1018 (VIL Gf 1913 ) 


8. Prohibition of trading . – Notwithstanding anything contained in section 
or in any contract, jo banking company shall directly or indirectly deal in 
the buying or selling or bartering of goods , Mxcepu in connection with the reali 
ention of security given to or held by it , or engago in any trndo , or buy or sell 
or barter goods for others otherwise than in connection with bills of exchange 
received for collection or negotiation or with such of its business as is referred 
to in clause (1) of sub -section ( 1) of section 6 : 

Provided that this section shall not apply to any such business as aforesaid 
which was in the course of being transacted on the cominencement of this hot, 
no however , that the snid business shall be completed before the expiry of ono 
year from such commencement . * * * 

Explanation .-- For the purposes of this section , " goods " means overy kind 
of movable property , other than actionable claims, stockb, shares , money , bul . 
lion and specie , and all instruments referred to in clause ( a ) of sub -section ( 1) 
of section 0 . 

9. Disposal of non -banking assets . — Notwithstanding anything contained in 
scotion s 6 and 8 , no bauking company shull hold any immovable property how . 
Boever acquired , except such as is required for its own uge , for any period 
exceeding cover years from the acquisition thereof or any extension of such 
period as in this section provided , and such property shall be disposed of within 
such period or extended period , as the case may be : 

Provided that the banking company may , within the period of seven years 
ag aforesaid , ceal or trade in any such property for the purpose of facilitating 
the disposal thereof : 

Provided further that the Reserve Bank may in any particular cage extend 
the aforesaid period of seven years by such period not exceeding five years 
where it is entisfied that such extension would be in the interests of the deposi 
tors of the banking company . 
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10 . Prohibition of employment of managing Agants and restrioțiods on 
certain forms of employment. - ( 1) No banking company 

(a ) shall employ or be managed by a managing agent , or 
(6 ) shall employ any person -- 

( ) who is or at any time has been adjudicated insolvent, or bag 
suspended payment or has compounded with his creditors , or who is 
or has been convicted by a crilainal Court of an offence involving 
inoral turpitude ; or 

( ii ) whose remuneration or part of whose remuneration takes the 
form of commission or of a share in the profits of the company ; or 

(ii) whose remuneration is on a scale disproportionate , nocorel 
ing to the normal stundards prevailing in banking business , to the re 
sources of the company, or 
(c ) sb : be mapaged by any perron 

(1) who is a director of any other company, not being u subsidiary 
( omary of the banking company , or 

( ii ) who is engaged in any other business or vocation ; or 

(ni) who has a contract with the company for its management 
from u period cxceeding five years at any one time : 

Provided that the said period of five years shall , in relation to 
contracts subsisting on the 1st duy of July , 1944 , be computed from 
that date : 


Provided further that any contract with the company for ito 
I ngement may be renewed or extended for a further period not 
cxxieeding five years at a time if it d 80 often as the directors 80 

decide 
( ! If any question arises in any particular case whether remuneration is on 
a senle disproportionyte , According to the normal stundurds prevailing in 
banking business , to the resources of the conipany for the purpose of sub 
clauke ( iii) of clause ( b ) of sub -section ( 1 , the decision of the Reserve Bank 
thercou shall be final for all purposes . 


11 . Requirement as to minimum pald - up capital and rogervon . - ( 1 ) Not 
witlistanding wything contained in section 109 of the Indian Companies Act, 
1918 ( Vil oi 1919), no banking company in existence on the commencement of 
this Act, shall, after the expiry of three rears from such commencement or 
of such further period not exceeding one rear as the Reserve Bank , having 
regard to the muterests of the dopositors of the company, may think fit in ADY 
particular case to allow , carry on business in any Province of India , and no 
other backing company shall , after the comencement of this Act , commence 
or carry on business in any Province of India , unless it has paid - up capitol 
anil seperves of such aggregate value as is hereinafter required by this section . 

(2) In the case of a banking company incorpornted elsewhere than in A 
Province of Inaia , the aggregate value of its paid - up capital and reserves shall 
not be less than fifteen lakhs of rupeos , and , if it has a place or places of busi 
Nega in the City of Bombay or Caloutta or both , twenty lakhs of rupees : 

Provided that I o fugh hanking company shall be deemed to have complied 
with the provisions of this sub - section , roless it deposits and keeps deposited 
with the Reserse Bank an amount not loss than the minimum required by this 
sub -section cither in cash or in mencumbered approved securities or partly 
ir ( ash and partly in such securities. 
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( ) to the case of any buuking corny to which the provisions of sub 
Eection (1 ) do not apply , the aggregato vulie of its puid -up cupital and reserves 
sball not be lex , than 

(1) il it tas places of busiuess wi inore than one Provinco , five lakhs of 
rupees , und if any such place or places of business is or ure situated in the 
City of Borubny or Culcuttub or both , teu lakhs of rupees , 

(14) if it has all its places of bub ) - 68 in one Province none of which 
is 6luated in the City of Bonibay or ( alcutta , one lakh of rupees in respect 
of its principul place of business , plus ten thousand rupecs 11 lespect of each 
of its othor pluces of business situated in the Binne district in which i han 
its principal place of business , plus twenty -five thousand rupees in respect 
of each place of business situnted o sewhere in the Province otherwise 
than in the same district : 

Provided that no banking company to which this clause applies shall 
be required to have paid - up capital und reserves exceeding an Aggregate 
Value of five Inkhs of rupees : 

Provided further that no banking company to which this clause 
applies and which has only one place of business , shall be required to have 
paid - up " apital and reserves exceeding an aggregute value of fifty thousand 
rupees : 

(ii ) if it has all its places of business in one Province , one or more of 
which is or are situated in the City of Bombay or Calcutta , five lakhs of 
rupees, plus twenty -five thousand rupces 11 respect of each place of busi 
nese situated outside the City of Bombay or Calcutta , as the case may be : 

Provided that po banking compuny to which this claube applies shall 
be required to have paid -up capitul ala reserves exceeding an aggregate 
value of ten lakhs of rupees . 

Erplanation . - For the purposes of this sub -section , a place of busi 
ness situated in a Province other than that in which the principal place of 
business of tho banking company is situated shall , if it is not more than 
twenty - five miles distant from such principal place of business , be deemed 
to buy situated within the same Province of such principal place of business. 

(4 ) Any mnount deposited and kept repceited with the Reserve Bank under 
the proviso to sub -scction (2 ) by any banking company incorporated elsewhere 
than in a Province of India shall , in the vent of the company ceasing for any 
reason to carry on banking business in the Provinces of India , be an asset of 
the company on which the claims of all the creditors of the company in the 
Provinces of india shall be a first charge . 

(5 ) For the purposes of this scction " value " means the real or exchange 
abla value, and not the nominal value which may be shown in the books of the 
Danking company concorned . 

( 6 ) If any clispute Arises in computing the aggregate value of the paid -up 
capital and reserves of any banking company, a determination thereof by the 
Reserve Bank shall be final for the purposes of this section . 

12 . Regulation of paid - up capital , subscribed capital and authorised capi 
tal, and voting rights of shareholderg . - -No banking company shall carry on 
husiness in uny I rovince of India , unless it gatisfies the following conditions, 
lamely : 

(1) that the subscribed capital of the company is not less than one 
half of the authorised crpitni, and the paid -up capital is not loss than one 
half of the subscribed capital and that, if the capital is increased , it com 
pies with the conditions prescribed in tliis clause within auch period not 
exceeding two years as the Reserve Bank may allow ; 
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( ii ) that the capital of the company consists of ordinary shares only or 
of ordinary shares and such preference shares as may have been issued 
prior to the 1st day of July , 1944 ; 

(iii) that , subject to the provisions contained in clause (iv ) hereof, the 
voting iights of any one shareholder , whether a preference shareholder or 
an ordinary shureholder , ure strictly proportionate to the contribution 
made by him to the paid - up capital of the company ; 

(iv ) that the voting rights of any one shareholder do not exceed ten 
per cent. of the total voting rights of all the shareholders : 

Provided that nothing contained in this section shall apply to my bapking 
company incorporated before the 18th day of January , 1987 . 

18 . Bostriction on commission , brokerage, discount, oto ., on sale of sharog . 
Notwithstanding anything to the contrary contained in sections 100 and 105A 
of the Indian Companies Act , 1918 (VII of 1918 ), no banking company shall 
pay out directly or indirectly by way of commission , brokerage , discount or 
tamuneration in any form in respect of any sbore issued by it , any amount 
exocoding in the aggregate two and one -half per cent of the paid - up value of 
the said share . 

14 . Prohibition of charge on unpaid capital. No banking company shall 
aroate and charge upon any unpuid capital of the company, and any such 
charge shall be invalid , 

16 . Restrictions as to payment of dividend . — No banking company shall 
pay any dividend on ito bhores until all its capitalised expenses ( including 
preliminary expenses , organisation expenges , share selling commission , broker . 
age , amounts of losses incurred and any other item of expenditure not repre 
Ponted by tengible sota ) have been completely written oft , 


16 . Prohibition of common directors . — No banking company incorporated 
in a Province of India shall have as a director any person who is & direotor of 
another Banking company , 

17. Reserve fund . -- Every banking company incorporated in 1 Province of 
India shall maintain a reserve fund , and shall , out of the net profits of 
Bach year and before any dividend is declared , transfer & gum equivalent to 
hot legs thun twenty per cent. of such profits to the reserve fund until the 
amount of the said fund is equal to the paid -up capital. 

Explanation . For the purposes of this section , the expression “ net profits " 
shall have the meaning assigned to it in sub -section (3 ) of section 87C of the 
Indian Coinpanies Act , 1913 (VII of 1919 ) . 

18 . Oash rogerve. Every banking company not being a scheduled bank 
shall maintain by wiry of cash reserve in cash with itself , or in an account open 
ed with the Reserve Bank , or partly in onsh with itself and partly in such 
account , a gum equivalent to at least two per cent . of its time liabilities nud five 
per cent . of its deman l liubilities and shall file with the Reserve Bank before 
the fifteenth day of every month three copies of a statement of the amount so 
held on the Friday of each week of the preceding month with particulars of its 
time and demand liabilities on each such Friday . 

19. Restriction on nature of subaddiary companies.- - (1) A banking company 
shall not form any subsidiary company except & subsidiary company formed 
for one or more of the following purposes , namely , the undertaking and execu 
ting of trusts, the undertaking of the Administration of estates 88 executor, 
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trustee or otherwise , the providing of safe deposit voulta or, with the previous 
permission in writing of the Reserve Bank , such other purposes as are incidental 
to the business of banking . 

(2 ) Save As provided in sub -section ( 1) , no banking company shall hold shares 
in any company, whether as pledgee , mortgagee or absolute owner, of an 
amount exceeding forty per cent . of the paid -up shore capital of that com 
pany or forty per cent of its own paid - up shere capital and reserves , which 
ever is less 

Provided that a banking company shall not be liable for an inadvertent 
contravention of the provisions of this sub -section if it had not been guilty there 
of for a period exceeding two months and if it satisfies the Reserve Bank with 
out delay that such contravention was inadvertent : 

Provided further that any bauling company which is on the date of the 
commencement of this Act holding any shares in contravention of the provisions 
of this sub -section shall not be liable to any penalty therefor if it reports the 
matter without delay to the Reserve Bank end if it brings its holding of shares 
into conformity with the said provisions within such period , not exceeding two 
years , as the Reserve Bank may think fit to allow . 

( 3) Save as provided in sub -section ( 1) and notwithstanding anything contain . 
ed in sub - section (2 ), a banking company shall not, after the expiry of one year 
from the date of the commencernent of this Act, hold shares , whether as 
pledgee , mortgagee or absolute owner , in any company in the management of 
which any managing director or manager of the banking company is in any 
manner concerned or interested , 

20 . Restrictions on loans and advance . . — ( 1 ) Nofwithstanding anything to 
the contrary contained in section 54A of the Indian Companies Act , 1918 (VII 
of 1918 ), no banking company shall make any loans or advances on the security 
of its own shares , or grant unsecured loans or advances to any of its direttore 
or to firms or private companies in which it or any of its directors is interested 
88 partner or managing agent or to any individuals , firms or private companies 
in cases where any of the directors is a guarantor . 

(2) Every banking company shall , before the close of the month suoceeding 
that to which the return relates , submit to the Reserve Bank a return in the 
prescribed form and manner , showing all unsecured loans and advances granted 
by it to companies * * * in which it or any of its directors is interested as 
director or inanaging agent or guarantor . 

(3) If on examination of any return submitted under Bub -section (2 ) it 
appears to the Reserve Bank that any loans or advances referred to in that 
sub -section are being granted to the detriment of the interests of the depositors 
of the banking company, the Reserve Bank may, by order in writing , prohibit 
the banking company from granting any such further loans or advances or im 
pose such restrictions on the grant thereof As it thinks fit, and may by like 
order direct the banking company to secure the repayment of any such loan or 
advance within such time as may be specified in the order . 

21 . Power of Reserve Bank to control advances by banklag companies , 
( 1 ) Where the Reserve Bank is satisfied that it is necessary or oxpedient in 
the public interest so to do, it may determine the policy in relation to advances 
to be followed by banking companies generally or by any banking company in 
particular, and when the policy has been so determined , all banking companies 
or the banking company concerned , as the case may be shall be bound to 
tollow the policy As so determined . 

(8 ) Without prejudice to the generality of the power vested in the Reserve 
Bank under gub -section (1 ), the Reserve Bank may give directions to banking 
companies , either generally or to any banking company or group of banking 
companied in particular , as to the purposes for which advances may or may 
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not be made, the margins to be maintained in respect of secured advances and 
the rates of interest to be charged on advances , and each banking company 
shall be bound to comply with any directions 88 so given . 

22. Licensing of banking companies .-- ( 1 ) Save as hereinafter provided , no 
company shall carry on bænking business in any Province of India unless id 
holds a licence granted by the Reserve Bank in such behalf. 

( 2 ) Every banking company in existence on the commencemont of this Act , 
before the expiry of six months from such coinmencement , and every other 
company before commencing banking business in any Province of India , shall 
apply in writing to the Reserve Bank for a licence under this section : 

Provided that in the case of x banking company in existence on the com 
mencement of this Act , nothing in sub -section (1 ) shall be deemed to prohibit 
the company from carrying on banking business until it is granted a licence 
in pursuance of sub -section ( 2 ) or is by notice in writing informed by the 
Reserve Bank that a licence cannot be granted to it : 

Tovided further that the Reserve Bank shall not give a notice as aforesaid 
to a banking company in existence on the commencement of this Act before 
the expiry of the three years referred to in sub -section ( 1) of section 11 or of 
such further period as tho Reserve Bank may under that sub -section think fit 
to allow . 

(3 ) Before granting any licence under this section , the Reserve Bank may 
require to be satisfied by em inspection of the books of the company or other 
wise that all or any of the following conditions are fulfilled , namely : 

(a ) that the company is in a position to pay its depositors in full as 
their claims acorue ; 

(b ) that the affairs of the company are not being conducted to the 
detriment of the interests of its depositors ; 

( c ) in the vase of a company incorporated elsewhere than in a Pro 
vince of India that the Government or law of the country in which it is in 
corporated does not discriminate in any way against banking companies to 
gistered in a Province of India , and that the company complies with all 
the provisions of this Act , Applicable to banking companies incorporated 
outside the Provinces of India . 
(4 ) The Reserve Bank may ~ 

( a ) cance) any licence granted under this section where any of the con 
ditions set out in sub- section ( 3) op the fulfilment of which it required to be 
satisfied when granting the licence coases to be fulfilled , or if the company 
C & Bob to carry on banking business * * in the Provinces of India or 
goes into liquidation ; 

(6 ) at any time aftor granting a licence under this section require that 
any of the said conditions on the fulfilment of which it did not require to 
be satisfied when granting the licence shall be fulfilled to its satisfaction 
within such time as it may specify , and if the condition is not go fulfilled , 
cancel the licence . 

(5 ) Any banking company aggrieved by the cancellation of its licence under 
sub - section (4 ) may appeal to the Central Government, and the decision of the 
Central Government on such appeal shall be final, 

28 . Restrictions on opening of now , and transfer of exlsting , places of bual 
22988. - -No banking company shall open & new place of business or change , 
otherwise than within the same city , town or village , the location of an existing 
place of business without obtaining the prior permission in writing of tho 
Regerve Bank ; and before giving any such permission the Reberve Bank may 
require to be patigfied by an inspection under section 85 or otherwigo as to the 
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Anancial condition and history of the company , the general character of its 
management , the adequacy of its capital structure and earning prospects and 
that publie interest will be served by the opening or, as the case may be, 
change of location , of the place of business : 

Provided that nothing in this section shall apply to the opening for a period 
not exceeding one month of a temporary place of business within a city , town 
or village or the environs thereof within which the banking company already 
has a place of business for the purpose of affording banking facilities to the 
publio on the occasion of an exhibition , conference or mola . 

Explanation . For the purposes of this section " place of businege " includes 
any sub -office, pay -office , sub - pay -office and any place of business at which de 
posits are received , oheques cashed or moneys lent. 

24 . Maintenance of a percentage of assets . -- ( 1) After the expiry of two years 
from the commencement of this Act, every banking company shall maintain in 
oash , gold or unenoumbered approved securities, valued at a price not exceeding 
the current market price , an amount which shall not at the close of business on 
any day be less than twenty per cent. of the total of its time and demand 
liabilities in the Provinoes of India . 

Explanation . - - For the purposes of this section liabilities shall not ivclude 
thọ paid - up capital or the reserves or any credit balance in the profit and lose 
4000unt of the company or the amount of any loan taken from the Reserve Bank . 

( 3 ) In computing the amount for the purposes of sub -section (1 ), the deposit 
required under the proviso to sub -section (2) of section 11 to be made with who 
Reserve Bank by a banking company incorporated elsewhere than in a Province 
of India and any balance maintained by & hanking company with the Reserve 
Bank or its agent or both , including in the case of a scheduled bank the balance 
required under sub -section ( 1) of section 42 of the Reserve Bank of India Aot, 
1984 ( II of 1984 ), to be so maintained , shall be d - ened to be cash maintained . 

(3) For the purpose of ensuring compliance with the provisions of this 
reotion , every banking company shall, not later than fifteci) days after the 
end of the month to which it relates , furnish to the Reserve Bank in the 
prescribed form and manner a monthly return showing particulars of its assets 
maintained in accordance with this section , and its time aud demand liabilities 
at the close of business on each Friday during the month , or if any Friday 
is & public holiday under tho Nogotiable Instruments Act, 1881 (XVI of 1891), 
at the close of business on the preceding working day . 

26 . Assato in the Provinces of India . - (1) The assets in the Provinces of 
India of every banking company at the close of the last working day of every 
quarter shall not be less than seventy - five per cent. of its demand and timo 
liabilities therein . 

(2 ) Every banking company shall , within one month from the end of every 
quarter , bubmit to the Reserve Bank & return in the prescribed form and 
manner of the 86gets and liabilities referred to in sub - section ( 1 ) A8 at the oloso 
of the last working day of the previous quarter. 
( 3) For the purposes of this section --- 

( a ) " assete " shall be deemed to inolude such promissory notes , bills of 
exchange and securities as the Reserve Bank is , under the Reserve Bank 
of India Act, 1934 (II of 1994 ) empowered to purchase , discount or make 
advances against , and osport bille drawn in , and import bills drawn on , and 
payable in India and expressed in such currencies 48 the Reserve Bank 
may from time to time approve in this behalt ; 

(b ) “ quarter " means the period of three montbs ending on the last day 
of March , June, Beptember or December. 
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26 . Return of unclaimed deposits. — Every banking company shall , within 
thirty days after the close of each calendar yeur , bubnut a return in the pres 
oribed form and munter to the Reserve Bauk us at the end of such calendar 
year of all accounts in the Provinces of India which have not been operated 
upon for ten years , giving particulars of the doposits standing to the credite 
of each such account : 

Provided that in the case of money deposited for a fixed period the suid 
term of ten yenrs shall be reckoned from the date of the expiry of such fixed 
period 

27 . Monthly returns and power to call for other returns and information . 
( 1) Every banking company shall before the close of the month succeeding 
that to which it relates submit to the Reservo Bank a return in the prescribed 
form and manner showing its assets and liabilities in the Provinces of India 
as at the olose of business on the last Friday of evory month or if that Friday 
is Apublic boliday under the Negotiable Instruments Aot, 1881 (XVI of 1881 ), 
at the close of business on the preceding working du 

( 2) The Reserve Bank may, by notice in writing , require a banking company 
at any time to furnish it within the time specified therein or such further time 
Ag the Reserve Bank may allow , with statements and information relating to 
the business of such banking company , and without projudice to the generality 
of the foregoing power , niay call for information every half -year rogarding the 
classification of advances and investments of banking companies in respect of 
industry , commerce and agriculture . 

28 . Power to publish information . — The Reserve Bank , if it considers it in 
the public interest so to do , may publish any information obtained hy it under 
section 27 in such consolidated form 88 it thinks fit . 

29 . Accounts and balance -sheet. - - 1 ) At the expiration of each calendar 
year every banking company incorporated in a Proviuce of India , in respect of 
all business tranşacted by it , and every banking company incorporated outside 
the Provinces of India , in respect of all business transacted through its bran 
ches in the Provinces of India , shall prepare with reference to that year & 
balance - sheet and profit and loss account as on the last working day of the year 
in tho Torms set out in the Third Schedule or is near thereto as circumstances 
admit ; 

Provided that in the case of a banking company incorporated outside the 
Provinces of India , the profit and IOAB account may be prepared as on a dato 
not earlier than two months before the last working day of the year. 
( 2) The balance sheet and profit and logs account shall be signed 

(a ) in the case of a banking company incorporated in a Province of 
India , by the manager or the principal officer of the company and where 
there are more than three directors of the company , by at least three of 
those directors , or where there are not more than three directors , by all 
the directors , and 

(b ) in the case of a banking company incorporated outside the Pro 
vinces of India by the manager or agent of the principal officer of the 
company in the Provinces of India . 

(3 ) Notwithgtanding that the balance -sheet of & banking company is under 
Gub - section ( 1 ) required to be prepared in a form other than the form marked 

F in the Third Schedule to the Indian Companies Act, 1918 (VII of 1918 ), 
the requirements of that Act relating to the balance -sheet and profit and Togg 
account of a company shall , in so far as they are not inconsistent with thia 
Aot, apply to the balance -sheet or profit and loss account, as the case may be, 
of & banking company . 
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( 4 ) The Central Government, after giving not less than three months 
notice of its intention so to do by a notification in the official Gazetto , may 
from time to time by a like notification amend the Forms set out in the 
Third Schedule. 

80 , Audit , - (1) The balance sheet and profit and loss account propared in 
accordance with section 29 shall be audited 

(a ) in the case of a banking company incorporated in a Province of 
India , by a person duly qualified under any law for tho time being in force 
to be an auditor of companies ; 

(6 ) in the case of a banking company incorporated outside the Pro 
vinces of India , either by such an auditor as aforesaid , or by a person duly 
qualified to be an auditor under the law of the country in which the com 
pany is incorporated , 

( 2 ) The Auditor shall have the powers of exercise the functions yesto in 
and discharge the duties and be subject to the liabilities and penalties imposed 
on , auditors of companies by section 145 of the Indian Companies Act , 1918 
(VII of 1919 ). 

( 3) In addition to the matters which under the uforesaid Act the auditor is 
required to state in his report , he shall , in the case of banking company 
incorporated in a Province of India , state in his report, 

(a ) whether or not the information and explanations required by him 
have been found to be satisfactory ; 

(6 ) whether or not the transactions of the company which have come 
to his notice have been within the powers of the company ; 

( C ) whether or not the returns received from branch offices of the 
company have been found adequate for the purposes of his audit ; 

(d ) whether the profit and loss account shows a truc balance of profit 
and loss for the period covered by such account ; 

(© ) any other matter which he considers should be brought to the 
notice of the shareholders of the company. 

31 . Submission of returns . - - The accounts and balance -sheot referred to in 
section 20 together with the auditor s report shall be published in the pres 
cribed manner , and three copies thereof shall be furnished es returns to the 
Reserve Bank within three months from the end of the period to which they 
refer ; 

Provided that the Reserve Bank may in any case extend the said period 
of three months for the furnishing of such returns by A further period not 
exceeding three months. 

82 . Ooplog of balance -sheets and accounts to be sent to rogistrar. - ( 1) Where 
& banking company in any year furnishes ite balance sheet and socounts in 
accordance with the provisions of section 81 it may , or when it is a privato 
company , * 

shall , 
at the same time send to the registrar three copies of such balance sheet and 
Bocounts and of the auditor s report, and where such copies are 80 sent, it shall 
not be necessary for the company, to file copies of the balance - sheet and 
accounts with the registrar as required by sub -section ( 1 ) of section 184 of the 
Indian Companies Act , 1919 ( VII of 1918 ), and such copies bo sent shall be 
chargeable with the same fees and shall be dealt with in all respecto as if they 
were filed in accordance with that section . 

(8 ) When in pursuance of sub -section (2) of section 27 the Reserve Bank 
requires any additional statement or information in connection with the 
balance sheet and accounts furnished under section 81, the banking company 
shall, when supplying such statement or information , send a copy thereof to 
the registrar . 
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88 . Display of audited balance-sheet by companies Incorporated outside 
the Provinces of India . - Every banking company incorporated outside the 
Provinces of India , shall , not later than the first Monday in August of any 
year in which it carries on business , display in a conspicuous place in its princi 
pal office and in every branch office in the Provinces of India a copy of its last 
audited balance -sheet and profit and loss account prepared under section 29 , 
and shall keep the copy so cusplayed until roplacerl by a copy of the subsequent 
balance sheet and profit and loss account so prepared , and every such banking 
company shall display in lika mannor copies of its complete uudited balancer 
sheet and profit and loss account relating to its banking business as soon as 
they are available and shall keep the cupies 80 displayed until copies of such 
subsequent accounts are available . 

34 . Accounting provisions of this Act not retrospective. - Nothing in this 
Act shall apply to the preparation of accounts by a banking company and the 
audit and submission thereof in respect of any accounting year which has ex 
pired prior to the commencement of this Act , and notwithstanding the other 
provisions of this Act , such accounts shall be prepared , audited and submitted 
in accordance with the law in force immediately before the commoncement of 
this Act 

35 . Inspection . - ( 1) Notwithstanding anything to the contrary contained in 
section 188 of the Indian Companies Act, 1913 (VII of 1918 ), the Reserve 
Bank at any time may , and on being tirected so to do by the Central Gov . 
ernment shall , cause an inspection to be made by one or more of its officers of 
any banking company and its books and accounts ; and the Resorve Bank 
shall supply to the banking company a copy of its report on such inspection . 

(2 ) It shall be the duty of every director or other officer of the banking com . 
pany to produce to any officer making an inspection under sub -section ( 1) all 
guch books, accounts and other documents in his custody or power and to fur 
nish him with any statements and information relating to the affairs of the 
banking company as the said oficer may requiro of him within such time as the 
said offioer may specify . 

( 3 ) Any person making un inspection under sub -section ( 1 ) may examine on 
oath any director or other officer of the banking company in relation to its 
business , and may administer an oath acoordingly . 

( 4 ) The Reserve Bank shall , if it hus been directed by the Central Govern 
ment to cause an inspection to be made , and may , in any other caso , report to 
the Central Government on any inspection made under this section , and the 
Central Government , if it is of opinion after considering tho report that the 
affairs of the banking company are being conducted to the detriment of the 
interests of its depositors, may , after giving such opportunity to the banking 
company to make a representation in connection with the report as , in the 
opinion of the Central Government , seems reasonable , by order in writing 

(a ) prohibit the banking company from receiving fresh deposits ; 

(b ) direct the Reserve Bank to apply under section 88 for the winding 
up of the banking company : 

Provided that the Central Government may defer, for such period as 
it may think fit , the passing of an order under this sub -section , or cancel 
or modify any such order , upon such terms and conditions as it may think 
fit to impose. 

( 6 ) The Central Government may , after giying reasonable notice to the 
banking compuny, publish the report submitted by the Reserve Bank or such 
portion thereof ag may appear necessary . 
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38 . Further powers and functions of Reserve Bank . - ( 1) The Reserve Bank 
inay 

(u ) caution or prohibit banking coniliunies generally or any bunking 
( empuny in particular against entering into any particular transaction or 
class of transactions, and generally give advice to any banking company ; 

(6 ) oli il rt quest by the companies concerned and subject to the pro 
visions of section 45 , assist as intermediary or otherwise , in proposals for 
the analgamation of such banking companies ; 

(c ) give assistance to any banking company by means of the grant of 
a loan or advance to it under clause ( 9 ) of section 18 of the Reserve Bank 
of India Act , 1984 (II of 1984 ) ; 

( d ) during the course , or after the completion , of any inspection of 
a banking company under section 85, by order in writing, require the 
company 

( ) to call it nieoting of its directors for the purpose of considering 
Any matter arising in the course of or out of such inspection or of 
meeting o officer of the Reserve Bank to discuss any such matter ; 

( ii ) to muko, within buch time us may be specified in the order, 
such changes in its management as the Reserve Bank may consider 
necessary in consequence of the state of affairs disclosed during or by 

the inspection . 
( 2 ) The Reserve Buuk shall make an annual report to the Central Govern 
ment on the trend and progress of banking in the country , with particular 
reference to its activities under clause ( 2 ) of section 17 of the Reserve Bank of 
India Act, 1994 , including in such report its suggestions , if any , for the streng 
thening of banking business throughout the country . 

( 3 ) The Reserve Bank may appoint such staff at such places as it consi 
ders necessary for the scrutiny of the returns , statements and information 
furnished by banking companies under this Act, and generally to ensure the 
officient performance of its functions under this Aot. 

PART III 
SUSPENSION OF BUSINESS AND WINDING UP OF BANKING COMPANIES 
37. Suspension of busine8 . - ( 1) The Court may on the application of & 
banking company which is temporarily unable to meet its obligations make an 
order (a copy of which it shall cause to be forwarded to the Reserve Bank ) 
staying the commencement or continuance of all actions and proceedings against 
the company for & fixed period of time on such terms and conditions 88 I 
shall think fit and proper , and may from time to time extend the period up to a 
total period not exceeding six months in all , 

( 8 ) No such application shall be maintainable unless it is 8ccompanied by 
& report of the Reserve Bank indicating that in the opinion of the Reserve 
Bank the banking company wil ] be able to pay its debts if the application is 
granted : 

Provided that the Court may , for sufficient reasons, grant relief under this 
section even if the application is not accompanied by such report 
and where such relief is granted , the Court shall all for & report from the 
Reserve Bank on the affairs of the banking company , on receipt of which it 
may either rescind any order already passed or pass guch furthor orders there 
on as may he just and proper in the circumstances . 

38 . Winding up by Court. - (1) Without prejudice to the provisions contain 
ed in section 182 or section 271 of the Indian Companies Act, 1918 (VII of 
1918 ), and without prejudice to its powers under section 87 , the Court shall 
order the winding up of a banking company if it is unable to pay its debts 
And the Court shall also order the winding up of a banking company if the 
Reserve Bank applies in this behalf to the Court . 
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( 2 ) The Reserve Bank may make an application under this section only if 
it is directed so to do by order under clauso (b ) of sub -section ( 4 ) of section 
95 or if the banking company bus failed to comply within due time with the 
demand contained in a notice under sub-section (5 ) of section 46 . 

(3 ) Without prejudice to the provisions contained in section 163 of the 
Indian Companies Act , 1913 (VII of 1918 ), & banking company shall be 
deemed to be unable to pay its debts if it has refused to meet any lawful 
demand for payment made at any of its offices or branches within two 
working days if such demand is made at a place where there is an office , 
branch or agency of the Reserve Bank , or within five working days if such 
demand is made elsewhere , and if the Reserve Bank certifies in writing 
that the banking company is unable to pay its debts . 

(4 ) A copy of every application by the Reserve Bank under sub -section 
( 1) shall be sent by the Reserve Bank to the registrar . 

39 . Reserve Bank to be offical liquidator. — Notwithstanding anything 
contained in section 176 of the Indian Companies Act , 1913 (VII of 1910 ), 
where in any proceeding for the winding up by the Court of & banking 
company , an application is made by the Reserve Bank in this behalf , tiho 
Reserve Bank shall be appointed as the official liquidator of the banking 
company in such proceeding . 

40 . Stay of proceedinga .-- Notwithstanding anything to the contrary ON 
tained in section 173 of the Indian Companies Act, 1918 ( VII of 1918), tho 
Court shall not make any order staying the proceedings in relation to the wind 
ing up of a banking company, unless the Court is satisfied that an arrange 
ment has been made whereby the company can pay its depositons in full as 
their claims accrue . 

41. Report of liquidator. - -Notwithstanding anything to the contrary COD 
tained in section 177B of the Indian Companies Act, 1918 (VII of 1918 ), whero 
& winding up order is made in respect of & banking company , the official 
Liquidator shall submit a preliminary report to the Court within two months 
from the date of the order giving the information required by that section 
so far as it is available to him , to enable the Court to order the payment of 
a preliminary dividend if sufficient assets are available . 

42 . Power to dispense with meetings of creditora , etc.-- Notwithstanding 
anything to the contrary contained in sections 178A and 183 of the Indian 
Companies Act , 1918 (VII of 1013 ), the Court may in the proceedings for 
winding up a banking company dispenge with any meetings of creditors or 
contributories or with the appointment of a committee of inspection if it 
considers that no object will be secured thereby sufficient to justify the delay 
аnd еxреnѕе , 

48 . Booked depositors credits to be deemed proved . - Notwithstanding 
anything to the contrary contained in section 191 of the Indian Companies 
Act , 1918 (VTT of 1918 ), the Court shall presume that the amounts shown in 
the books of a banking company as standing to the credit of depositors are 
proved without requiring further proof from the depositors concerned unless 
the official liquidator shows that there is reason for doubting any particular 
entry 

44 . Rostrction on voluntary winding up . - Notwithstanding anything to the 
contrary contained in section 203 of the Indian Companies Act , 1918 (VII of 
1918 ), no banking company which holds a licence granted under section 22 may 
be voluntarily wound up unless thc Regerve Bank certifies in writing that the 
company is able to pay in full all its debts to its creditors as they doorue , and 
without prejudice to the provisions contained in sections 218 and 220 of that 
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Aot, the Court shall , on the application of the Reserve Bank , order the winding 
up of the company by the Court if at any stage during the voluntary winding 
up proceedings the company is not able to most such debts as they accrue . 

AB . Restriction on amalgamation , etc. - Notwithstanding anything contained 
In any law for the time being in force , 

(a ) no Court shall sanction a compromisa or arrangement betwocna 
banking company and its creditors or any class of them or between such 
company and its members or any class of them , unless the compromise or 
arrangement is certified by the Reserve Bank as not being detrimental to 
the interests of the depositors of such company , and 

(b ) no banking company shall enter into any agreement or arrangement 
for, or be a party to , any scheme for the Annlgamution of such company 
with any other banking company without the previous sanction in writing 
of the Reserve Bank , 

PART IV 

MISCELLANEOUS 
48 . Penalties . - - ( 1) Whoever in any return , balance-sheet or other document 
required by or under or for the purposes of any provision of this Act , wilfully 
makes a statement which is false in any material particular , knowing it to be 
false , or wilfully omits to make a material statement, shall be punishable with 
imprisonment Tor 4 term which may extend to three years and shall also be 
liable to fine . 

(2 ) If any person fails to produce any book , account or other document 
or to furnish any statement or information which under sub -section (2 ) of section 
85 it is his duty to produce or furnish or to answer any question relating to the 
business of a banking company which he is asked by an officer making au ins 
peotion under that section , he shall be punishable with a fine which sony extend 
to five hundred rupees in respect of each offence, and if he persists in such 
refusal, to a further fine which may extend to fifty rupees for every day during 
which the offence continues . 

( 3 ) If any depoßits are received by a banking company in contravention of 
an order under clause (a ) of sub - section (4 ) of section 85 , every director or other 
officer of the banking company, unless he proves that the contravention tool 
place without his knowledge or that he exercised all due diligence to prevent it , 
shall be deemed to be guilty of such contravention and shall be punishable with 
& fine which may extend to twice the amount of the deposits so received . 

(4 ) If any other provision of this Act is contravened , or if any default is 
made in complying with any requirement of this Act or of any order made 
thorounder, overy director and other officer of the banking company who is 
knowingly & party to the contravention or default shall be punishable with a 
fine not exceeding five hundred rupees, and where the contravention or default 
is a continuing one with a further fine not exceeding fifty rupees for every day 
during which it continues . 

(6 ) Without prejudice to the provisions of sub -section (4 ), if any banking 
company fails to comply with the provisions of section 24 or section 25 , the Ro 
gerve Bank shall hy notice in writing make a demand on the banking company 
to comply with the said provisions within thirty days from the receipt of the 
notice, and if the banking company fails so to do , the Reserve Bank may apply 
under section 88 for the winding up of the banking company . 

17. Cogalzange of offencob . — No Court shall take cognizance of any offenos 
punishable under section 46 except upon complaint in writing made by an officer, 
of the Reserve Bank generally or specially authorised in writing in this behalf by 
the Reserve Bank , and no Court inferior to that of a Presidency Magistrate or # 
Magistrate of the first olass shall try any such offence . 
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48 . Application of ines .-- A Court imposing any fine under this Act may 
qirect that the whole or any part thereof shall be applied in or towards payment 
of the costs of the proceedings , or in , or towards the rewarding of the person 
on whose information the fine is recovered . 

49 . Special provisions for private banking companies . — The exemptions , 
whether express or implied , in favour of a private company in sections 17 , 77, 
88B , 86H , 91B , and 91D , and sub - section ( 5 ) of section 144 of the Indian Com 
panies Act , 1913 (VII of 1919 ), shall not operato in favour of a private company 
which is a banking company . 

50 . Certain claims for compensation barred . No person shall have any right 
whether in contract or otherwise to any compensation for any loss incurred by 
reason of the operation of any of the provisions contained in sections 10 and 
16 or by reason of the compliance by a banking company withi nny order given 
to it under sub - clause (ir) of clause Td ) of sub -section ( 1) of section 36 . 
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51 . Application of certain provisions to the Imperial Bank of India . - With 
out prejudice to the provisions of the Imperial Bank of India Act , 1920 (XLVII 
of 1920), the provisions of sections 10 , 19 to 17 , 19 to 21 , 25 to 81 , 84 to 48 , 50 
and 52 shall also apply , so far as may be, * to and in relation to the Imperial 
Bank of India as they apply to and in relation to other banking companies . 

52. Power of Central Government to make rule8 . — ( 1) The Central Govern 
ment may, after consultation with tho Reserve Bank , maku rules to provide for 
all matters for which provision is necessary or expedient for the purpose of 
giving effect to the provisions of this Act and all such ruleg shall bo published 
in the official Gazette . 

( 2) In particular , and without prejudice to the generality of the foregoing 
power , such rules may provide for the details to be included in the returns re 
quired by this Act and the manner in which such returns shall be submitted . 

( 9 ) All rules made under this section shall be * * * subject to the 
condition of previous publication , and the date to be specified under clause (3 ) 
of section 29 of the General Clauses Act , 1897 ( X of 1897) , shall not be less than 
six months from the date on which the draft of the proposed rules was 
published ; 

Provided that in respect of the first occasion on which rules are made under 
this section , the provisions of this sub -section shall not apply . 

88 . Power to exempt in certain 04866 . The Central Government may , on 
the recommendation of the Reserve Bank , declare by notification in the official 
Gazette that any or all of the provisions of this Act shall not apply to any 
banking company or to any class of banking companies either generally or for 
buoh period as may be specified , 

64 . Amendment of Act I of 1934 .- The Reserve Bank of India Act, 1984 
( II of 1994 ) shall be amended in the manner specified in the fourth column of 
the First Schedule and the amendments to section 18 thereof as specified in the 
said Schedule shall be deemed to have had effect on and from the 20th day of 
September , 1947 . 

58 . Repoals . - ( 1 ) The enactments mentioned in the third column of the 
Second Schedule shall be repleuled to the extent specified in the fourth column 
thereof. 

( 2) Notwithstanding the repeal by this Act of any Ordinance mentioned in 
the Second Schedule, anything done or any action taken , in the exercise of my 
power conferred by any Ordinance so repealed , shall for all purposes be deemed 
to have been done or taken in the exercise of powers conferred by this Act as if 
this Act had been in force on the day such thing was done or such action was 
takon . 
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THE FIRST SCHEDULE 

( Soo sootion 04 ) 


AMANDMANTS 


Year 


No. 


Short titlo 


Amendments 


1994 


II 


The Roweryo Bank of 

ladia Aot , 1084 . 


( 1 ) In Heotion 17 , to olaus0 ( 164 ), the 
following shall be added , namely :- - 
" and under the Banking Companies 

Act , 1949 . 


( ) (a ) Seotion 18 shall be renumbered as 
mub -sootion ( 1 ) of that seotion and in sub 
sotion ( 1 ), 44 80 ronumbered , - 


(i ) in Olause (3 ), after the words of 

that seotion " , the following words 
shall bo addod , namely - 


" or, when the loan or advano 

in modo to a banking company , 
Ab definod in tho Banking 
Companies Aot, 1949 , against 
auch other form of mourity 
w the Bank may conador 

muffoient " ; 
(1 ) for the words " under this seotion " , 

wherever they odour, the word 
" under this sub -section " shall bo 

abstituted ; 
( ) After sub- Bootion ( 1 ) 48 40 renum 
bored , the following sub -motion mhall be 
Inverted , namoly i 
" (% ) Whore a banking company to 

wblob a loan or sdvance has been 
mado ondor the provlaiong of Olauso 
( 8 ) of sub - mootion ( 1) 18 wound up , 
Any gums due to the Bank in roo 
poot of suoh loan or advance , shall, 
subject only to the olalmo, if any . 
of any othor banking company 
in respect of any prior loan or ad . 
vanoo made by such banking oom . 
pany against any security , bo a 
first charge on the assets of tho 

banking company ." 
( 8 ) In seotion 42 , for sub -section (0 ) tho 
following sub - footlon eball bo gubstitutod , 
namely : 
" (6 ) The Bank ghall , save as herein 

after provided , by notification in 
the Gazette of India , 
(a ) direot the inolusion in the 

Second Sohedule of any bank 
not already so inoluded which 
carries on the business of 
banking in any Province of 
India and whloh 
(i ) hao & paid -up capital and 

rosorvee of an aggregato 
value of not logo than 
filvo lakhs of rupees, and 
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Year. 


No . 


Short title 


Amendments 


( ii ) satisfies the Bank thath 

its affairs are not beingl 
conducted in a mannert 
detrimental to the interests 

of its depositors , and 
(iii ) is a company as defined in 

clause (2 ) of section 2 off 
the Indian Companies Act, 
1913 ( VII of 1913 ) or & cor 
poration or a companyin - 
corporated by or under any 
law in force in any place 
outside the Provinces of 

India ; 
(1 ) direct the exclusion from thetk 

Schedule of any scheduled 
bank , 
( ) the aggregate value of 

whose paid - up capital and 
reserves becomes at any 
time less than five lakhs off 

rupees , or 
(es ) which is , in the opinion of 

the Bank after making an 
inspection under section 35 
of the Banking Companies 
Act , 1949, conducting its 
affairs to the detriment oft 
the interests of its deposi 

tors, or 
( 10 ) which goes into liquidation 

or otherwise coasos to 

oarry on banking business : 
Provided that the Bank may 

on application of the sche ] 
duled bank concerp . a and 
sutject to such cor ditions 
if any , as iu mwy imposs; 
defor the making of a 
direction under sub - clausel 
(i) or sub -clasuge (ii ) off 
clause (6 ) for such period 
as the Bank considers 
reasonable to give the 
scheduled bank an oppor 
tunity of increasing the 
aggregate value of its paid 
up capital and reserves 
to not less than five lakhs ) 
of rupees or , as the caset 
may be, of removing the 
defects in the conduct of 

its affairs 
(c ) alter the description in that 

Schodule whenover any sche 

duled bank changes its name. 
Bxplanation . - In this sub -section the 
expression " value " means the real or 
exchangeable value and not the nominal 
value which may be shown in the books of 
the bank concerned ; and if any dispute 
arises in computing the aggregate value 
of the paid - up capital and reserves of all 
bank , a determination thereof by the Bank 
shall be final for the purposes of this sub 
section . " 
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THE SECOND BOHEDULE 

( Soo rootion 65 ) 

RITTATA 


Yoar 


No, 


Short title 


Hetont of repoal 


2 


1913 VII The Indian Companies The whole of Part XA . 

Aot , 1913 . 
1946 XXVII 4 Tho Banking Companies The wholo. 

(Restriotion of Bran . 

ohes ) Act, 1946 . 
1046 IV The Banking Companion Tho wholo . 

(Inapootion ) Ordi. 

nongs, 1946. 
1048 XXV The Banking Companies Tho wholo . 

(Control) Ordinance , 
1948 . 
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THE THIRD SCHEDULE 
( Sco section 20) 

FORM A 


FORM OF BALANOR -SHEHT * 
CAPITAL AND LIABILITIES 

PROPERTY AND ABSETS 
Ro. A . P , R ., A . P . 

Rua . A. P. R . 
PITAL (a ) 

018 ! : 
Authorised Capital. . . . . . . . 

In hand and with Reservo 
Shares of Rg. . . . . . bach 

Bank (inoluding foreiga 
ourronoy notes ) . . 


muod Ospital . . . . . . Bharos 

of Ro. . . . . . . . . 040h . 


Sabsorbed Capital . . . . . . . . 

Shares of Ro . . . . . . oaoh . 


Amount oalled up at R . . . . . 

por ghero 
Lons calls unpald . . . 


Balances with other Banke 

( showing whether on do . 
posit or Ourrent account) 

in the Provinone of 
India . 
( ) outside the Provinoes of 

Ladis 
MONBY AT CALL AND SHOBT 

NOTTON . , . 
BILLS DISCOUNTED AND PUB 

OHABAD ( C ) . 
(Othor than Treagury Billa 

of the Contral and Pro . 
vinoial Governmenta ) . 
(C) Payable in any Pro 
vince of India . 


Add forfotod ghares 


. 


RHEERVE FOD 
DMPOSIT ! AND OTEROR AO. 

DOUNTA : 


(** ) Payablo outside the 

Provinces of India 


Fixed Deposits 
Badino 
Bavings Bank Deposits . : 

. . 
Qurrent Accounts and Contin 

genoy ( unadjusted ) B0 
counte. 


INVEATMENTS ( stating modo 

of valuation , s .p ., pont 
or market value) * * ) 


Borrowings from other Banks , 

Agenta , eto .: 
( ) in the Provinces of India 
( 6 ) outside the Provincog of 

India . 


(0) Government of India 

and Trustee geouritles in . 
oluding Treasury Bills of 
Government of India and 

Provincial Governments . 
( ii ) Sharog ( claggifying into 

preference , ordinary, do . 
ferred and other olasgog 
of shares and showing 
separately share fully 
paid up and partly paid 

up ) . . . . 
(vi) Debenturon or Bonds . 
liv ) Other investments (to 

be olagnifiled undor pro 

per hoods ) . , 
(v ) Gold . 


Particulars : 
☺ ) Secured (atating the na 
ture of security ) , . 


. 


(11) Unsecured . . . 
Bille payable 
Bills for oollection being bills 

toosivablo As por contra : 


LOANS, ADVANOHY , Oash 

ORHDIT ! AND OVERDRASTA 
( other than bad and 
doubtful dobtg for which 
provision has been made 
to the setlafaotion of tho 

auditors) 
(1) in the Provinoos of India 
( 1 ) outside the Provinoes of 

India . 


) payable in any Provinoo 

of India 
( W ) payable outside the Pro 

vinces of India , . . 
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FORM A - oontd . 

PROPERTY AND ASSETS 


CAPITAL AND LIABILITIES 


Rs. A . P . Rg. A , P . 


Rs. A . P , Rs. A . I 


Other Liabilities (to be spe 

oified ) (0) 


Acooptanoog , endorsemente 

and other obligations per 
Oontra , 


Paort AND LOSS 


m 


AND LOSS 


. 


Look appropriation thereof 


OORTIJ ( ENT LIABILITI ! (d ) 


Partloulara : 
(1) Debts considered good in 

respect of which the bank 

la fully securod , 
( ) Dobta considered good 

for which the bank holds 
no other gurity than 
the debtors personal 

Becurity 
( 111 ) Debts considered good , 

seoured by the personal 
liabilities of one or more 
partion in addition to the 
perdonal security of the 

debtors . 
(io ) Debts considered doubt . 

ful or bad not provided 

for , 
(v ) Debte due by direqtoro 

or officers of the bank of 
any of them wither 
Govorally or jointly with 
any other por ons , 
( 0 ) Debts due by compan 
jos or firms in which the 
directora of the bank aro 
interested as direotors , 
partnors or managing 
agenta or , in the case of 
private companies , 18 

membors . . . 
( i ) Maximum totol 
amount of 10ang , laclua 
ing tomporary advancor 
made at any time dur 
ing the yoor to diroctors 
or managers or oftlook 

of the company . 
( oril ) Mozima totul 

Amount of loane, includ 
ing temporary advances 
grantod during the your 
to the companies or firma 
in which the direotora 
of the bank are interested 
All directors , partners or 
managing agenta or , in 
the Age of private oon . 

panue8 , AA members . 
( it ) Duo from banks. 

Billy for collection being 
bills receivable H9 par 

contro , 
(1 ) payable in any Province 

of India 
(ii ) payablo outside the 

Provinces of India . 


Acceptances , Ondorso 
monts and other obliga 
tioną per outra . 
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FORM Aronold . 


CAPITAL AND LIABILITIES 


PROPERTY AND ASSETS 


Premises logo deproole . 
tion ( 9 ) 
Furniture and fixtures 
lons depreolation (g ) ... 
Other assets , including 
silver (to be specified ) 


Non -banking aspeto Ad . 
quired in satisfaction of 
Claima (stating mode of 
valuation ) (0) . . 
PBOITT AND L088 


TOTAL 


TOTAL 


NOTES 
( 2) Capital :- - 

6 ) The various olasvea of capital, if any, should be distinguished . 
( i ) Shures issued as fully paid - up pursuant to any contraot without paymonto beint 
i roceived in oash should be stated , separately . 
( x ) Where circumstances permit, 1880edy and subscribed capital and amount called up 

muy be shown as one item , e.g ., Ievued and subscribed Capital. . . ... . Shares of 

Rs.. . . . . . . . . . . . paid up . 
(iv ) in the use of banking companies ivoorporated outside the Provinoes of India , the 

amount of deposit kept with the Reserve Bank of India under sub - section (P ) or 
sootion ll of the Banking Companies Act , 1949, should be abown under this head 

the amount however should not be extended to the outer column. 
(6 ) Tho rogorvo fund muintanod under sootion 17 of the said Aot should bo shown A . . 


purately . 


(0 ) Undor this heading aro to bo included such items as the following , to be shown under 
beperkte houding butably devoribed : ponsion or insurango funda , unolaimed dividends, advanco 
payments and unexpired discounts , Labilities to subsidiary companies and any other labil . 


ties. 


(d ) These should be olassified under the following categories 1 

( ) Olums against the banking oompany not acknowledgod a dobts . 
(12 ) Money for which the bank is contingently liable showing separately the amount of 

any guarantve given by the banking company on behalf of directors or oftfoort . 
liir ) Arrears of oumulative preference dividonda . 
(iv ) Liability on Bills of Exchange rodiscounted . 

(v ) Liubility on account of outstanding Forward Exchange Contracte . 

(e ) Partioulues as under " Loung , Advancog , Cash Credits and Ovordrafto " are to be ahown 
under thus bugding ; 

( 1) Whore the value of the invontments shown in the outer column of the balanoo shoot i . 
higher than the market value , the market value shall bo showa separatoly in braukota. 

(0 ) Bank promises wholly or partly occupied for the purposes of businoge should be shown 
against “ Premlaos lese depreciation .” In the Cup0 of fixod capital expenditure , the origini 
cost, aud additions thereto azd doductions thurofrom during the year should be stated . Ad also 
the totul deproCIATIon wutton off. Whore sums have been writton off on a coduotion of capital 
or revaluation of unsota , Gvory balance - sheet after the first balance - sheet subsequent to tho ro 
duotion or revaluation should show the reduced figures with the date and amount of the redua 
Liou inade. Furniture, fixtures and other assets which have been completely writton off nood 
mut Lo shown in the balance - sheet . 

(h ) Under this heading may be included such itemg so the following, which must be obown 
uuder heading Butubly dosur bed . preliminary , formation and organisation expounet , do 
velopment expouditury , coom6B10L and brokerage on Bbures , interest accrued on investment 
but not oolleotod , investments in shares of subsidiary oompanies and any other aggota, 

(1 ) Valuo shown shall in no cane exceod market value. 


- 


* Referençon to the Provinces of India shall be construed as inoluding referonood to the 
Aocoding States to which the Banking Companies Act, 1949 for the time being oxtonde 
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FORM B 


FORM OF PROFIT AND LORS ADOQUNT 


December 


Proftt and Loss Account for the year anded 

EXPENDITURE 


INCOME (LESS PROVISION MADE 
DURING THE YEAR FOR BADS AND 

DOUBTFUL DEBTS ) 


Interest paid on doposito 
Salaries and AllowADORA (showing 

separately salaries and allowanOUA 
to managing diretor or Madagor . ) 
Dirootors Fees and allowances 
Looal Committoo members food and 

allowances . 
Providont bund 


Luterent and Discount 
Commission , Exchange and Broker . 

ago 
Ropte 


:1: 


Transfor froin contingencies acoount 


1:: 


Rent, * Taxos , Insuranco , Lighting, eto . 
Law Chargos 
Postave , Telegrams and Stamps 
Auditors Foop 
Depreajation on Banks Property 
Repairs to Banks Property 
Stationary , Printing, Advortisonnent , 

oto . 
Lose from sale of or dealing with non 

banking asseta . 
Other kipenditure 
Baladoo of Profit 


::::: 


Profit made on sale of investments , 

gold and silver , land , promises 

And other upsets . 
Profta made on rovaluation of in 

vontmonta, gold and silver, land , 

premises and other wote . 
luoomy from non -banking page , and 

profit from sale of or dealing with 
auch Hedot . 


: 


: 


Othor receipts 
Logo ( if any ) 


Total 


. . 


Totul 


. _ _ 


The following Report of the Select Committee to which the Bill to make 
provision for the payinent of taxes before trunsfers of property are recoguised 
in certain 04808 , was presented to the Constituent Assembly of India (Legio 
lative ) on the 10th February , 1949 : 

We, the undersigned members of the Select Committee to which the Bill 
to make provision for the payment of taxes before transfers of property are 
recognised in certain cases was referred , have considered the Bill and have 
now the honour to submit this our Report , with the Bill as amended by 
us annexed hereto . 

2 . The object of the Bill , as described in the Statement of Objects and 
Reasons, is to safeguard the loss of revenue in the case of persons who di8 pose 
of their properties with the intention of louving India and settling somewhere 
else. But the provisions of the Ordinance, which the present Bill seeks to 
replace , are 60 wide that they affect all transactions relating to the registra 
tion of any docunent relating to immovable property , and to this we lake 
serious objection . In our opinion , the present Bill should be contined to 
persons who have left or leave India with the intention of gettling elsewhere . 

In this connection , some of us feel that & provision corresponding to 840 
tion 44G of the Pakistan Income-tax Act requiring a tax -clearing certificate 
from every non -national leaving the country should be introduced into our 
law with immediate effect, but on further consideration we felt that such & 
provision should more appropriately be included in the Bill to amend the 
Indian Income-tax Act , 1922 , which is suid to be under the contemplation of 
the Government . 

Old clause 1( 3 ). — As the Ordinance has already been made applicable to all 
the Provinces of India , we have decided to delete sub -clause (3). 


serious objec have left or leave us feel that a piring a tax -cles inced into ou 
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affectoriste 


Officer for the (1) according injudicially 


Clause 2 . -- This is new . We have now confined the scopo of the Bill 
(1 ) to persons who are known as " evacuees " in other relevant laws, and ( 2 ) 
to persons who are about to leave India with the intention of settling else 
whore and in respect of whom a declaration in that behalf has been received 
from any Income tax authority , Custodian of Evacuee Property or a Collector 
by the registering officer of tho Area where any property belonging to such 
person is situate . 

Clause 3 (old clauso 2 ). - - References to the revenue officer and custodian 
have been deleted from this clauge . Otherwiso , this claugo ig a bubstantial 
reproduction of old clause 2 . We, however, felt that the Income tax officer 
should not have power to prevent a document from being rogistered , if the 
recovery of taxes will not thereby be prejudicially affected . We have 
recast Olauge (c ) of sub -olause (1 ) accordingly. Further we have gubstituted 
the Income tax Officer for the Inspecting Assigtant Commissioner of Inoome 
tax As the officer authorised to logue tho certificate, because we feel that 
delay in the issue of certificates would thereby be avoided . Where such & 
certificate is refused , the Income tax Officer has now to make an order in 
writing, so that it can be appealed from 

Mauso 4 (old clause 3 ),- - We think that clause 8 of the original Bill should 
be retained , but should be restricted in its operation to persons to whom this 
Act now applies . We have substituted the date 7th day of February , 1948 , 
for the date 14th day of August , 1947 , because the former date is the date 
on which the Ordinance was first promulgated and , therefore , there can be 
Do gauge for complaint ag respects the retrospective operation now being 
given to this provision . 

Olause 6 (now ). – We have provided Ħ right of appeal in cases where the 
Income tax Officer refuses to issue a certificate under sub -clause (8 ). 

Claune 8 (new ).. - In our opinion , a rule -making clause in the Bill would be 
desirable . 

Olausa 9 (old olause 6 ). – Now that Ordinance XXI of 1948 has expired , 
we have recant this clause 60 HS to attract the provisions of geotion of the 
General Claudes Act , 1897 . 

8 . The Bill was published in Part V of the Gazette of India , dated tbe 
28th August , 1948 . 

4 . We think that the Bill has not beon no altered as to require circulation 
under rule 49 ( 6 ) of the Rules of Procedure and Conduct of Business , and we 
recommend thnt it be passed as now amended . 

JOHN MATTHAI, 
T . T . KRISHNAMACHARI. 
TEK OHANT) . 
BIKRAM LAL SONDHI. 
THAKUR DAS BHARGAVA . 
K . HANUMANTHAIYA . 
MAHAVIR TYAGI. 
# RENUKA RAY. 
HUKAM SINGH . 
DESHBANDHU GUPTA . 
* N . G RANGA , 
* B . DAS 
* L . K BHARATHI. 
M . ANANTHASAYANAM AYYANGAR . 

TAJAMUL HUSSAIN 
New DECAT ; 
The 10th February , 1949 . 


* Subjoct to a Minute of Dibdent, 
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MINUTIS OF DISSENT . 

I 
I do not agree with the changes made by the Select Committee in the 
original clause 2 of the Bill 80 as to limit its application only to evaqu1008 and 
those who are likely to leave the country . During the working of the Ordi 
nance which the Bill is supposed to replace , the Income-tax Department have 
incidentally been able to rope in a number of non -eyacuce tax defaulters and 
the revenue obtained by this action is considerable . 

We have been informed that 8 non -muslim usaessees of Madras and 2 froin 
Calcutta who owe Rs. $ 7, 00 , 000 and Rs. 3 ,00 , 000 of taxes Toppeotively , have 
been prevented from disposing of their property . In Caloutta and Bombay, the 
Ordinance has helped the Government to realise a considerable amount from 
outstanding taxes from some non -évacuees who had applied for tax clearance 
certificates . 
. I believe that middle - class people who might have been harassed by the 
ovor- all application of a measure like this Ordinance , should be exempted from 
the operation of the Bill hy putting a limit of income to Rs. 25 , 000 / - and abova 
to whioh olass of people the Bill should apply . I am averse to allowing full 
freedom to await payment of taxes to all people who are not likely to come 
within the new clauße ag amended by the Select Committee until such time 
As the inoome-tax law lo amended 80 as to take advantage of the experience 
talned by the Department while tho Ordinance was in force . 

RENUKA RAY 
Now DELA , 
This 10th February , 1949 . 

II 
I am not in favour of this Bill at all in view of ite Immengo capacity for 
inconveniencing thougands of people for every one who really ought to be 
dealt with . Secondly I suggest that none whose name has not been on the 
list of inoome. tax payeng shall be expected to produce such a certificate , until 
and unless a specifio demand to that effect by an Income-tax Officer, The 
burden of proving that anyone who has not been an incomo -tax payae that he 
may have to pay income- tax for the current year must be placed on the Income 
tox Officer . Thirdly it may be better to stipulate an exemption limit on the 
value of property for which it may not be necessary to produce such a certificate . 

N . G . RANGA . 
NEW DELHI, 
The 10th February , 1949 , 

TIT 


I am unable to agree to the change of date in the operating clause of the 
BIN - olaube 4 of the Bill ( old clause from " after 14th day of August , 1947 " 
to " after 7th February , 1948 " , the date of promulgation of the Ordinance . 
Already properties of transferuas have been assessed and taxes have been col 
lected in most cages. It is only the dishonest tax -dodging transforees that 
have not paid up the taxes would get relief contrary to the spirit of the Ordi 
nance or the spirit of the present Bill No preniium should be given to such 
dishonest transactions after 14th August, 1947, nor should there be any gym 
pathy shown directly or indirectly to such transferees . 

B . DAS . 
NEW DELHI, 
The 10th February , 1949 . 
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PO 


IV 


I am not in agreement with the niajority viow of the Committee iu regard 
to the amendment of clause 3 of the orginal Bill which corresponds to clause 
4 of the amended Bill , Tho regult of their amendment would bo that certain 
persons who cither because of collusion with , or on account of inadvertance on 
the part of, the registering authority, had succeeded in effecting a transfer 
of property without production of no - llemand of clearance certificates , in con 
travention of the Ordinance than in force , would escape the consequences of 
thoir wrong doing, iſ the irregularity has not already come to the notice of 
the Income -tax Officer and challenged by him under section 3 of the Ordi 
dance which walk in forre until the 6th February 1949 . In Caloutta alone, 
such instances of irregular registration of transfers or property by 3 persons 
from whom tax amounting to Rs. 20 lakhs is duo have come to the notico of 
the Income tax Department, and there is no knowing how many more such 
casos might not have occurred in Calcutta and elbewhere. I feel therefore , 
that, evon if , for the future , the provisions of the Bill are to apply to the 
limitod class of persons nientioned in the now clauge 2 of the amended Bill , 
the provisions of the retumbered ClnurC 4 ought to be applied to all persons 
who may have secured registrations for transfer of property since the 7th 
February 1948 , in contravention of the Ordinanoo thon in foroo . As it is , tho 
unendments made by the majority of the Select Committee are likely to 
have the effect of helping persons to defeat the just dues of Government by 
contravening the Ordinance , I roserve to myself the right to move a suitablo 
amendment, 

L . KRISHNASWAMI BHARATHI , 
NEW DELHI 
The toth February , 1949 . 


A . Bill No. 65 OF 1948 . 

(AS AMENDED BY THE SELLOT COMMITTEE ) 
[ Vordå sidelined or underlined indicate the amendments ruggosted by the 

Select Committee : anteriako indicate omissions. 


BILL 
to make provision for the payment of taxes before transfers of property are 

registered in certain cases . 
WHEREAS it is expedient to make provision for the payment of taxes before 
transfors of propertt are registered in cerinin caser ; 

Tt is hereby enacted as follows : 

1. Short title and extent.- ( 1) This Act may be called the Payment of 
Tnxes ( Transfer of Property ) Act, 1949 . 

( 2 ) It extends to all the Provinces of India 


2 . Application of Act .- - This Act shall apply to any person --- 

(i) who , on account of the setting up of the Dominions of India and 
Pakistan , or on account of civil disturbances or the fear of such distur 
hances , leaves or has , since the 14th day of August, 1947 , left any place 
in the Provinces of India for any place outside India , or who , since the 
unid dato , has been residing in any place outside India ; or 
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( 10) who, in the opinion of any of the Income-tax authorities specified 
in sub - section ( 1) of section 6 of the Indian Income-tax Act , 1922 (XI of 
1922 ), or & Custodian of Evuçuee Property or # Collector , is likely to 
leave the Provincos of India with the intention of settling in any place 
outside tho Provinces of India , and in respect of whom a declaration that 
he is a person to whom this Act applies has been received from any auch 
Income- tax authority, Custodian of Evacuee Property or Collector by 
the registering officer of the arca in which any property belonging to such 
person is situate . 


8 . Payment of taxes before registration of documents . - ( 1 ) Where any 
document required to be registered under the provisions of clause ( a ) , clause 
( b ) , clause (o ) or clause ( e ) of sub -section ( 1) of section 17 of the Indian Re 
gistration Act , 1908 ( XVI of 1908 ) , purports to transfer , assign , limit or ex 
tinguish any right, title or interest in any property, other than Agricultural 
land , belonging to any person to whom this Act applies , no registering officer 
appointed under the said Act shall register any such document, unless it is 
certified by the Income-tax Officer of the area in which the property is situate 
in respect of the person whosc right, title or interest in the property is to be 
80 transferred , assigned , limited or extinguished under lhe terms of the do 
cument that 

( a ) such person is not liable to assessment or taxation udder the 
Indian Income- tax Act , 1922 (XI of 1922) , the Excess Profits Tox Aot , 
1940 (XV of 1940 ), or the Business Profits Tax Act , 1947 (XXI of 1947) ; 


or 


(6 ) such person has either paid or made satisfactory provision for the 
payment of all existing or anticipated liabilities under any of the Aots 
specified in clause (a ) of this sub -section ; or 

(c ) the Income tax Officer is otherwise satisfied that the registra 
tion of the document will not prejudiciully affect the recovery of all exig 
ting or anticipated liabilities reforred to in clause (6 ) of this sub -gcction . 

( 2 ) Every Income-tax Officer refusing to ingue a certificate under the pro 
visions of sub -section (1 ) shall make an order of refusal and record his reasong 
therefor and , on application made by any person claiming to be affected by 
guch order, shall, gubject to the payment of such fee as may be presoribed , 
furnish him with a copy of the order . 

4 . Recovery of taxes where property has been transferred without a certi 
Acato . - ( 1 ) Where in respect of the transfer made on or after the seventh day 
of February , 1948 , in the Provinces of Bombay , West Bengal, East Punjah , 
Bihar, Delhi and Ajmer-Merwera , and in nny other Province on or after the 
date on which the Transfer of Property ( India ) Ordinance 1948 ( IT of 1948 ) was 
made applicable to that Province, of any right , title or interest in any immova 
ble property , other than Agricultural land , belonging to any person to whom this 
Act applies the Income-tar Officer of the area where the property is 
gituate is satigfied , after giving such person notice in this behalf for a period of 
not less than one month , that no certificnto in the termsmentioned in section | 
would have been issued to him if this Act had been in force on the date the 
transfer was mado , he may forward a statoment to the Collector showing the 
Axisting and anticipnted liabilitics hy way of taxes in respect of all or any of 
the parties to the transfer . 

( 2 ) On receipt of any statement under sub -section ( 1 ), the Collector shall 
proceed to recover the total amount shown in such statement AR if it were an 
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umeur oť fund revenue , and for the purpose of such recovery proceedings he 
muy treat the property translerred as aforesaid as if it belonged to all or any 
of the porsons named in the stutement . 

5 . Righų of appeal. — An uppenl shall be against the order of any Income- tax 
Oficer rofusing to issue a certificate under the provisions of sub -bection ( 2 ) of 
section 6 to the Commissioner of Income-tax to whom tho Income tax Officer 
is subordinate , it presented to such Commissioner within thirty days from 
the dute of the order, and the Commissioner may pass such orders therton 
els he may think fit . 

6 . Effect of Act over other laws. The provisions of this Act shall have 
offect notwithstanding anything inconsistent therewith contained in any other 
law for the time being in force . 

7. Bar of suite.- - No suit, prosecution or other legal proceeding shall lie 
aguinst the Central Government * * * * or any person or authority in res 
peot of anything which is in good faith done or intended to be done under this 
Act . 

8 . Power to make rulog . - - The Central Government may make rules for 
the purpose of carrying into effect the objects of this Act, and , in partioular, 
prescribe the fee payable under sub - section (2 ) of section 3 . 

9 . Effect of expiry of Ordinance XXI of 1948 . - On the expiry of the Pay 
ment of Taxes ( Transfer of Property ) Ordinance, 1948 ( XXI of 1949 ), section 
6 of the General Clauses Act , 1897 ( X of 1897 ) shall apply as if the Ordi 
nance bad then been repcaled by a Central Act . 


M . N . KAUL, 
Sooy , to the lovt. of India . 


The following Bill was introduced in the Constituent Assembly of Iudiu , 
( Legislative) on the 22nd l obruary , 1949 : 

A . Bill No . 18 OF 1949 . 
A Bill to provide for exempting tho reduced salary of the Governor -General from 

taxes on income. 
WIIHNEAS paragraph one of the Third Schedule to the Government of India 
Act , 1995 ( 26 Goo . 5 , 0 . 2 ) provides that there shall be paid to the Governor 
General an aununl salary of 2 ,50,800 rupees ; 

AND WHEREAS the Governor-Goneral and 118 Council of Ministers have agreed 
thut notwithstanding the above provision , the Governor-General will , with 
effect from the 1st day of January , 1949 , draw salary at a rate not excecding 
5 , 500 rupees per month and that the reduced salary will be exempt froin taxes 
on income; 

AND WHEREAS it is expedient to provido for exempting from taxes on income 
the reduced salary of the Governor-General; 

It is hereby enacted as follows : 

1. Short title , - This Act may be called the Governor-Genoral a Salary 
(Exemption from Taxation ) Act, 1949 . 

2 . Reduced salary of the Governor - General to be exempt from taxes on 
income. — Notwithstanding anything contained in the Indian Income-tax Act , 
1922 (XI of 1922 ), or in any other law relating to taxation on income, no income 
tax or super-tax shall be payuble by thọ Governor -General in respect of the 
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salary due to him (whether paid or not) for any period for which he dixws Bulary 
at a rate not exceeding 6 ,500 rupees per month , and the salury so duo (whether 
paid or not ) shall not ve included in bus total income. 

3 . Repeal of Ordinance IV of 1949 . - The Governor -Generut bulury (Ex 
emption from Taxation ) Ordinance , 1949 (IV of 1949 ), is hereby repealed . 


STATEMENT OF OBJECTS AND REASONS . 
His Excellence the Governor-General bad some mouths ugo raised the ques . 
tion of an immediate reduction in his salury , and proposed that it might be axou 
at Rs . 5 ,500 a month , which is the salary proposed for the President of the 
Union under the new Constitution . After a coletul consideration of His Excel 
lency s proposal, Government Agreed to accept it and further decided that , 
having regard to the high office and dignity of the position of the head of the 
State , the salary drawn at the reduced rute of Rs. 5 ,500 a month should be free 
of taxes . 

An Ordinance called the Governor-General s Salary (Exemption from Taxe 
tion ) Ordinance , 1949 (IV of 1949) was promulgated to give ettect to the agree 
ment from 1st January , 1949 . The object of the present Bill is to replace the 
Ordinance by an Act . 

V . J . PATEL 
New Delhi; 
The 15th February , 1949 . 


A . But No, 17 OF 1949 . 
A Bill to amend the Dock Workers ( Regulation of Employment) Act, 1948 . 

WARREAS it is expedient to amend the Dock Workers (Regulation of EM 
ployment) Aot, 1948 ( IX of 1948 ), for the purpose hereinutter uppeuring ; 

It is hereby enacted as follows : 

1 . Short title . — This Act may be called the Dock Workers ( Regulation of 
Employment) Amendment Act , 1949 . 

2 . Amendment of section 3 , Act IX of 1948 . - For cluuse of sub -section 
(2 ) of section 3 of the Dook Workers (Regulation of Einployment) Act , 1048 , 
the following clause shall be substituted , namely : 

" (j) for constituting , whether as a body corporate or otherwise , the 
authority to be responsible for the urdministration of the scheino ; " 


STATEMENT OF OBJECTS AND REASONS 
A schero mude by tho appropriate Government under the Dock Workers 
(Regulation of Employinent ) Act , 1948 , may , inter alia , provide for Consti 
tuting or prescribing the uuthority to be responsible for the administrution of 
the schetne " . The constituted uuthority in the discharge of its i( 

metions muy 
have to borrow or ruise inoney and issue debentures , eto ., for the purpose of 
Becuring any debt or mortgaging or charging any of its property and it is there 
fore desirable that the authority should be clothed with a corporate status in 
certain cases . As the Act does not in express terms confer power to create a . 
Corporation or to give corporate status to any body functioning under it , # 
specific amendment of the Act is being undertaken for this purpose . 

JAGJIVAN RAM . 
NEW DELHI ; 
The 9th February , 1940 . 


M . N . KAUL , 
Rooy . to the Covt. of India . 


